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IMPLEMENTATION OF THE
MEDICARE DRUG BENEFIT

WEDNESDAY, MAY 3, 2006

U.S. HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
SUBCOMMITTEE ON HEALTH,
Washington, DC.
The Subcommittee met, pursuant to notice, at 2:05 p.m., in room
1100, Longworth House Office Building, the Honorable Nancy L.
Johnson (Chairman of the Subcommittee), presiding.
[The advisory and second advisory announcing the hearing fol-
low:]
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ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS
SUBCOMMITTEE ON HEALTH

FOR IMMEDIATE RELEASE CONTACT: (202) 225-3943
April 26, 2006
HL-15

Johnson Announces Hearing on Implementation
of the Medicare Drug Benefit

Congresswoman Nancy L. Johnson (R-CT), Chairman, Subcommittee on Health
of the Committee on Ways and Means, today announced that the Subcommittee will
hold a hearing on implementation of the new Medicare prescription drug benefit
known as Part D. The hearing will take place on Wednesday, May 3, 2006,
in the main Committee hearing room, 1100 Longworth House Office Build-
ing, beginning at 10:00 a.m. The hearing will recess at 12:00 p.m. and recon-
vene at 2:00 p.m. if necessary.

In view of the limited time available to hear witnesses, oral testimony at this
hearing will be from the invited witnesses only. Witnesses will include Centers for
Medicare and Medicaid Services (CMS) Administrator Mark McClellan, a represent-
ative from the Social Security Administration (SSA), as well as representatives of
groups affected by the new benefit. However, any individual or organization not
scheduled for an oral appearance may submit a written statement for consideration
by the Committee and for inclusion in the printed record of the hearing.

BACKGROUND:

On December 8, 2003, the President signed into law the Medicare Modernization
Act (P.L. 108-173) (the MMA), which created a new Part D benefit in the Medicare
program to provide coverage for outpatient prescription drugs. Prior to the law,
most outpatient drugs were not covered by Medicare and many seniors who did not
have prescription drug coverage through another source either individually assumed
this financial burden or went without prescription drugs because of the cost. Accord-
ing to CMS, starting in January 2006, millions of Medicare beneficiaries began re-
celving prescription drugs through the new program. Since that time, almost a quar-
ter of a billion prescriptions have been filled, and many seniors have availed them-
selves of discounts through their drug plans, and many have saved.

Under the program, beneficiaries could purchase standard coverage, alternative
coverage with actuarially equivalent benefits or enhanced coverage. In 2006, stand-
ard coverage is a $250 deductible, 25 percent coinsurance for costs between $251
and $2,250, and catastrophic coverage after out of pocket expenses of $3,600. Once
the beneficiary reaches the catastrophic limit, the program pays all costs except for
nominal cost-sharing. Low income subsidies are provided for persons with limited
assets and incomes below 150 percent of the poverty level. Coverage is provided
through prescription drug plans or Medicare Advantage prescription drug (MA-PD)
plans. The program relies on private plans to provide coverage and to bear some
of the financial risk for drug costs; Federal subsidies are provided to encourage par-
ticipation. Premiums are determined through a bid process and plans compete based
on premiums, benefits and negotiated prices.

To date, hundreds of private insurance plans are contracting with CMS. Accord-
ingly, Medicare beneficiaries have a number of options to choose from, including
benefit plans provided by Health Maintenance Organizations (HMOs), Preferred
Provider Organizations (PPOs) and stand alone drug plans. In addition, under the
MMA, a 28 percent subsidy is provided to employers and unions whose plans at
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least equal the standard coverage for retiree drug costs between $250 and $5,000,
and this is excludable from taxation. Employers are also permitted to structure their
benefits around Part D coverage and enroll retirees in Part D plans.

There are currently about 43 million Medicare beneficiaries. Although the Part D
drug benefit program is voluntary, about 27 million Medicare beneficiaries are di-
rectly benefiting as a result of this program. The latest figures show more than 8
million Medicare beneficiaries have decided to sign up for stand alone prescription
plans, up from about 3 million in January, and these numbers continue to grow.
Finally, the MMA federalized the costs of about 5.8 million “dual eligible” bene-
ficiaries, those who are eligible for both Medicare and Medicaid. Problems with the
transition for this population were reported and continue to be by beneficiary
groups, pharmacists and some States.

The Centers for Medicare and Medicaid Services have already begun the process
of reaching out to private drug plans for the 2007 plan year. It remains to be seen
how beneficiaries and plans will respond to the first year of the program and the
upcoming May 15 enrollment deadline.

In announcing the hearing, Subcommittee on Health Chairman Nancy Johnson
stated, “Today more seniors than ever before have access to affordable prescription
drug coverage through the Medicare drug plan, and more seniors are signing up
every day. The Medicare drug benefit is the biggest expansion of the program since
it was created 40 years ago. Today more than 27 million Medicare beneficiaries have
drug coverage; including 8 million who have signed up for stand-alone drug plans.
During this hearing, we will examine how this significant new program is being im-
plemented and discuss with Medicare beneficiaries, federal officials and health care
providers how we can improve the drug benefit going forward.”

FOCUS OF THE HEARING:

The hearing will focus on implementation of the new Part D benefit.

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS:

Please Note: Any person(s) and/or organization(s) wishing to submit for the hear-
ing record must follow the appropriate link on the hearing page of the Committee
website and complete the informational forms. From the Committee homepage,
http:| |waysandmeans.house.gov, select “109th Congress” from the menu entitled,
“Hearing Archives” (http:/ /waysandmeans.house.gov |/ Hearings.asp?congress=17).
Select the hearing for which you would like to submit, and click on the link entitled,
“Click here to provide a submission for the record.” Once you have followed the on-
line instructions, completing all informational forms and clicking “submit” on the
final page, an email will be sent to the address which you supply confirming your
interest in providing a submission for the record. You MUST REPLY to the email
and ATTACH your submission as a Word or WordPerfect document, in compliance
with the formatting requirements listed below, by close of business Wednesday, May
17, 2006. Finally, please note that due to the change in House mail policy, the U.S.
Capitol Police will refuse sealed-package deliveries to all House Office Buildings.
For questions, or if you encounter technical problems, please call (202) 225-1721.

FORMATTING REQUIREMENTS:

The Committee relies on electronic submissions for printing the official hearing
record. As always, submissions will be included in the record according to the discre-
tion of the Committee. The Committee will not alter the content of your submission,
but we reserve the right to format it according to our guidelines. Any submission
provided to the Committee by a witness, any supplementary materials submitted for
the printed record, and any written comments in response to a request for written
comments must conform to the guidelines listed below. Any submission or supple-
mentary item not in compliance with these guidelines will not be printed, but will
be maintained in the Committee files for review and use by the Committee.
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1. All submissions and supplementary materials must be provided in Word or WordPerfect
format and MUST NOT exceed a total of 10 pages, including attachments. Witnesses and sub-
mitters are advised that the Committee relies on electronic submissions for printing the official
hearing record.

2. Copies of whole documents submitted as exhibit material will not be accepted for printing.
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material
not meeting these specifications will be maintained in the Committee files for review and use
by the Committee.

3. All submissions must include a list of all clients, persons, and/or organizations on whose
behalf the witness appears. A supplemental sheet must accompany each submission listing the
name, company, address, telephone and fax numbers of each witness.

Note: All Committee advisories and news releases are available on the World
Wide Web at http://waysandmeans.house.gov.

The Committee seeks to make its facilities accessible to persons with disabilities.
If you are in need of special accommodations, please call 202—-225-1721 or 202—-226—
3411 TTD/TTY in advance of the event (four business days notice is requested).
Questions with regard to special accommodation needs in general (including avail-
ability of Committee materials in alternative formats) may be directed to the Com-
mittee as noted above.
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FROM THE COMMITTEE ON WAYS AND MEANS
SUBCOMMITTEE ON HEALTH

FOR IMMEDIATE RELEASE CONTACT: (202) 225-3943
May 01, 2006
HIL-15 Revised

Change in Time for the Hearing on
Implementation of the Medicare Drug Benefit

Congresswoman Nancy L. Johnson (R-CT), Chairman, Subcommittee on Health
of the Committee on Ways and Means, today announced that the Subcommittee
hearing on implementation of the new Medicare prescription drug benefit known as
Part D, previously scheduled to begin at 10:00 a.m. on Wednesday, May 3, 2006,
in the main Committee hearing room, 1100 Longworth House Office Building, will
now be held at 2:00 p.m.

All other details for the hearing remain the same. (See Health Advisory No. HL-
15, dated April 26, 2006).

Chairman JOHNSON OF CONNECTICUT. Good afternoon, ev-
eryone. The hearing will come to order. Today, I am pleased to
chair this hearing on the Medicare drug benefit which is so dra-
matically changing the lives of our seniors. Today, more seniors
and disabled people than ever before have prescription drug cov-
erage, and it is because of the Medicare drug benefit. This is a mo-
mentous time in Medicare’s impressive history. The largest expan-
sion of the program is improving seniors’ access to prescription
drugs and thereby fundamentally improving their health and their
financial security.

The Medicare momentum we are witnessing is undeniable. Last
year, the Administration set a goal of having 30 million Medicare
beneficiaries enrolled in the drug benefit. Last month, they tapped
27 million, and hundreds of thousands are signing up weekly. In
fact, just today, 27,382 new enrollees have entered the Medicare
drug plan. Of the remaining seniors, there are another 9 million
that already have drug coverage; for example, those over 65 who
are active employees in the public and private sector, members of
TRICARE or participants in other programs. Seniors and the dis-
abled are filing more than 93 million prescription drug prescrip-
tions a month, an average of 3 million prescriptions a day. More
importantly, once enrolled, seniors are happy, happy with the bene-
fits provided. The Association for Advancement of Retired People
(AARP), the largest organization representing seniors, found that 8
of 10 seniors enrolled in the program said that it met or exceeded
their expectations. A Kaiser Foundation poll finds that 3 out of 4
seniors enrolled in the Medicare drug plan are satisfied with their
plan and are not having trouble getting the drugs they need.

Seniors are giving this benefit their stamp of approval. This is
the largest benefit expansions in Medicare’s history. So, it is not
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surprising that there have been some implementation pitfalls along
the way. What is commendable, however, is how quickly the Cen-
ters for Medicare and Medicaid Services (CMS) has taken owner-
ship of the problems and addressed the issues within the first 2
months of the program’s functioning through close, collaborative,
consultive action with plans, pharmacists, States and other stake-
holders. As the program matures, it will need continued refine-
ment, but enrollment numbers and survey after survey show unde-
niable momentum. The real story is how seniors across the country
are signing up and saving money. It is misleading to focus on only
the refinements, however, when seniors like Gail Blazewski from
Cheshire, Connecticut is saving $2,000 a year. That is the real
story that the Medicare prescription drug benefit is telling across
the country.

I ran into a senior in my district recently who said to me Part
D is the difference between my staying in my home and my not
being able to stay in my home. I can’t tell you how grateful I have
been for the work of the Congress and the work of the executive
branch and their many, many partners all across the country, as
I have seen senior after senior breathe a huge sigh of relief as the
pressure of prescription drug cost is taken from their shoulders. I
commend CMS for such a broad coalition of senior and advocate
groups working to help seniors sign up. The AARP fielded a multi-
million, quote, Reach Campaign. The National Association for the
Advancement of Colored People (NAACP), the Nation’s oldest civil
rights group, not only launched a media campaign but an intense
grassroots efforts to reach minority seniors and enroll minority sen-
iors. Today, 70 percent of minority seniors are signed up, not just
in the black community, but in the Hispanic community and in the
Asian community.

CMS has 10,000 grassroots partners, and they have been con-
ducting 1,800 enrollment events across the country each week and
will do so right up to May 15, 2006. Additionally, CMS has in-
creased resources to keep the wait times down and beneficiary sup-
port up at 1-800—Medicare and Medicare.gov website. To that end,
I am very pleased to welcome Dr. Mark McClellan, Administrator
of CMS. I appreciate, Dr. McClellan, how thoughtfully and effec-
tively CMS has worked to implement this program. I commend
your decision to join forces with thousands of partners across the
country, frankly, an unprecedented public-private partnership in
the history of my experience of Federal Government over many
years. I appreciate the dedication of you, the employees at Medi-
care, the employees in the public and private sector, and all the
volunteers who made it possible for so many seniors to sign up.

I look forward to your report made on the progress of the imple-
mentation of Medicare Part D benefit, the solutions found to the
problems you encountered, the efforts you have made to prepare for
the 2007 general enrollment and also the next steps, because Medi-
care Part D wasn’t brought in to be part of Medicare just because
we wanted to expand the benefit program, as important as that ex-
pansion. Medicare Part D will mature at the same time our knowl-
edge of our chronic disease management demonstration projects
mature and at the same time, we will have implemented a great
number of preventive health benefits, and that is going to enable
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us to take some very important next steps. I would like to hear
your comments on that future as you conclude your remarks. Also,
on the first panel is Beatrice Disman, Chairman of the Medicare
Planning and Implementation Task Force at the Social Security
Administration (SSA). The SSA has also addressed this issue with
remarkable care, remarkable teamwork and remarkable outreach,
and I appreciate your hard work and look forward to your report
on how you are reaching the low-income seniors who are the most
vulnerable and the most in need of good prescription drug cov-
erage.

On the second panel, Susan Everett, North Carolina Regional Co-
ordinator, Medicare Today, a partnership of more than 400 organi-
zations, will testify to their efforts to inform seniors and enroll
them in the new benefit. Susan will share experiences with work-
ing one on one with seniors enrolling on the new benefit. Next, we
will hear from Heath Schiesser, President, Prescription Drug Plan,
WellCare Health Plans, Inc. WellCare Health Plans, Inc. is offering
three different prescription drug plans in all 50 States. He will
speak to the role competition has played in providing high-quality
benefits at a lower cost for seniors and taxpayers.

Also, Robert Hayes, President of the Medicare Rights Center, a
consumer rights organization, will share his experiences with as-
sisting seniors in enrolling in the Medicare drug benefit, especially
those that could benefit from the low-income subsidy. Then, we will
hear from Bill Wolfe, Vice President, Managed Care, Rite Aid Cor-
poration, who will speak to the operations of the Medicare drug
benefit since January and the actions that CMS has taken to facili-
tate this process. Finally, we will hear from Pam Grisnik, Owner,
RX Express, Grove City, Pennsylvania. She will speak on the role
of community pharmacists and the important role they have played
in this new benefit. There are still seniors that have questions
about the program and haven’t enrolled. It is natural to have ques-
tions with a change this big. Every senior, especially those without
drug coverage, should write down the drugs they take and talk to
a counselor at 1-800-Medicare or at one of the many hotlines
States are operating or at the local senior citizens center or Area
on Aging.

They should not let questions about this program keep them
from finding answers and saving money, like so many of their
friends, family and neighbors. For years, Members of Congress
talked about adding prescription drug benefits to Medicare. Today,
right now, a Medicare prescription drug benefit is a reality. Thirty
million seniors are benefiting from it, including 8 million who had
no drug coverage before. This is a great, historic achievement for
both the health and financial well-being of the seniors of America.
Welcome, Dr. McClellan. Excuse me. First let me turn to Pete
Stark, and then I will come to Dr. McClellan.

Mr. STARK. Thank you, Madam Chair. I am glad we finally got
to holding this hearing and hope that we have the time to get into
this question thoroughly. The Medicare Prescription Drug Program
(PDP) is now forecast to cost us $1 trillion over the next decade.
I hope today we could look at what we have gotten for our money,
and I suspect you will find that we haven’t gotten very much for
that $1 trillion. CMS will declare a victory when they tell us that
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more than 30 million people now have prescription drug coverage
through Medicare or through a former employer and that nearly 6
million more are covered elsewhere. They won’t tell you that they
have lowered the goal from 40 million, reduced it by 10 million to
30 million, so that they can claim success.

I understand that Dr. McClellan, today, is going to declare nor-
mal at 103 million, and therefore, many of the seniors who were
classified as sick are called instantly well. The “mission accom-
plished” that will be quoted from the deck of CMS is premature.
As a matter of fact, I wondered where all of those people who
counted weapons of mass destruction went when they were kicked
out of the Defense Department, and there they are in CMS, finding
out how many signed up in this drug bill. With fewer than 20 mil-
lion enrolled in Part D and an additional 6 or 7 million in an em-
ployer plan subsidized by Medicare, some people have been newly
covered under the law, and that is good. After all, it would be vir-
tually impossible to spend the $1 trillion and not help anyone.

I am very concerned that we have created this enormous, com-
plicated, inefficient program that has eroded coverage for many of
our most vulnerable and still not achieved the original goal of se-
curing coverage for all. Millions of people covered by Medicare and
Medicaid, the so-called dual eligibles, pay more today and are in
plans that cover fewer medications relative to Medicaid. These are
the people who are least able to afford this benefit reduction and
that, to me, is not a very kind thing for us to be doing with the
$1 trillion. A recent survey by the Medicare Prescription Network,
a group financed in part by the pharmaceutical companies, found
that one out of five Medicare beneficiaries now pay more for their
medication than they did before the law went into effect.

I can’t say that I am surprised, that is what happens when you
negotiate a law in secret, and follow the bidding for pharmaceutical
industries is payback for campaign contributions. Unless you think
I am entirely negative, I do want to take this opportunity to com-
pliment CMS for several recent improvements. They have extended
the enrollment deadline for people who are eligible for limited-in-
come subsidies. They have also prohibited planned formulary
changes from affecting medications their enrollees are currently
taking. These are important changes. They will help, but more is
needed.

I realize the Chair and others are not ready yet to do what we
really need, and that would be a drug benefit in Medicare that
would require the government to negotiate lower prices for the
beneficiaries, just as we do for veterans today. That is why today
I think we should only focus on a modest change, and that is to
delay the May 15, 2006 enrollment deadline and the corresponding
financial penalty. It is something we should all be able to agree on.
It is something which we on the other side of the aisle would give
complete credit to the Republicans for accomplishing, and I assure
you we would have no problem with extending that under what we
believe is the authority that CMS has to do this administratively.

We will be told by CMS that the May 15, 2006 deadline is impor-
tant, because healthy people won’t enroll without a deadline. I
agree that a deadline at some point is necessary, but May 15 just
doesn’t seem to be the appropriate date, given all the confusion, the
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complexity, and the errors. For example, the Government Account-
ability Office (GAO) report—and, Madam Chair, I would like to
make the GAO report that was released this morning a part of the
record. We had hoped that they would be here to testify, but we
could put their report in the record.

Chairman JOHNSON OF CONNECTICUT. If the gentleman
would yield, I would be happy to include their report in the record.
Unfortunately, they could not brief us on it before, which is why
they didn’t testify. They have to have the authority of those who
asked for the report in order to brief others on it before they are
released. You all know not to do that. I am happy to have it put
in the record, and I am sure that we will all have our reasons to
refer to it.

[The information is being retained in the Committee files.]

Mr. STARK. Sure, one of the things that they have showed is
that for the people whom you have suggested call these numbers,
that when people asked for the lowest costs, given a certain list of
drugs, in 60 percent of the cases, 43 percent of the calls were unan-
swered or they received inappropriate responses, and 16 percent
were inaccurate. That is a 60 percent failure rate. Of all the calls
that they monitored, one-third of the beneficiaries received no an-
swer, an answer that was incomplete, inaccurate or inappropriate.
I don’t think that is a record that we should rely on to adequately
inform our seniors. These are fundamental tools that they need to
guide them in the decision-making process. They certainly weren’t
adequate to let Secretary Leavitt’s father make the right choice,
and that hits pretty close to home.

The government, the Congressional Budget Office (CBO), has
told us that the change we are asking would cost $2 billion over
5 years. In a $1 trillion program, that is chump change; and it
would, in fact, increase this year’s enrollment, according to the
CBO, by about 1 million people and reduces the penalties for 7.5
million beneficiaries that they would pay over their lifetime—that
penalty comes to the Treasury, so that would be no additional
funding for the pharmaceutical industry, who would get 1 million
more people to sign up. To me, that is a win-win. Nobody gets
harmed. We pay a little more money to include these 1 million peo-
ple and reduce the tax on 7.5 people. It seems to me that would
be money well spent. I would also in conclusion, Madam Chair, like
to ask unanimous consent that some of our full Committee, non-
Subcommittee members, be allowed to participate in today’s hear-
ing.

Chairman JOHNSON OF CONNECTICUT. I would be happy to
have them participate after the Subcommittee members and if it
doesn’t exhaust the witnesses’ time; if the witnesses’ time isn’t ex-
hausted by the Subcommittee members.

Thank you, Mr. Stark. As I recognize Dr. McClellan, let me just
note that, Pete, in your district, 83 percent of the seniors were
signed up by the middle of April. In my district, only 62 percent
of the seniors were signed up by the middle of April. I clearly have
a lot of work to do, but I am glad to see that 83 percent of yours
are signed up.
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Mr. STARK. If the gentlelady would yield, half of the people who
belong—live in my district—belong to one plan, Kaiser
Permanente. So, they were automatically switched. That is sign A.

Chairman JOHNSON OF CONNECTICUT. That is great. You
will also see as we start this hearing, a chart that shows the num-
ber of eligible Americans signed up for other kinds of subsidy pro-
grams, Medicaid, food stamps, Slimby, Quimby, the Earned Income
Tax Credit, just so we can put into context the achievement that

has been accomplished in 125 days in regard to signing up seniors
into the Part D subsidy. Dr. McClellan.

STATEMENT OF MARK McCLELLAN, M.D., Ph.D., ADMINIS-
TRATOR, CENTERS FOR MEDICARE AND MEDICAID SERV-
ICES, U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Dr. MCCLELLAN. Thank you very much, Chairman Johnson,
Mr. Stark. Chairman Johnson and all Members of the Sub-
committee, I appreciate the opportunity to update you on the new
Medicare prescription drug coverage and especially the steps that
we are taking to help people enroll as we enter the final days of
the open enrollment period.

I want to thank my colleague, Bea Disman, and all of the staff
at the SSA who have been working diligently to help our most vul-
nerable beneficiaries take advantage of the extra assistance in this
program and who have collaborated with us every step of the way.
I also want to take this opportunity to thank all of you who have
participated in counseling and enrollment events across the coun-
try. I am very grateful for your personal assistance in driving
awareness of Part D and helping millions of beneficiaries enroll in
drug coverage to get savings and protection for the future.

Members of Congress have been an important part of our mas-
sive grassroots education effort, and I want this partnership to con-
tinue as we now begin to drive more effective use of Medicare’s new
preventive benefits and the drug coverage. This is the next step,
Chairman Johnson, in turning Medicare from a traditional indem-
nity insurance program into a program that partners with our
beneficiaries to improve their health and prevent unnecessary
health care costs.

Millions of seniors and people with disabilities are already using
this money to stay healthy, to gain peace of mind. Approximately
more than 9 million beneficiaries have new individual prescription
drug coverage since the program began. Several million individuals
who, because they also qualify for Medicaid or the low-income sub-
sidy, will also have low or no premiums in deductibles and cost-
sharings, and many millions more have more extensive and more
secure drug coverage building on the coverage they already pre-
ferred as a result of the drug benefit.

CMS estimates that almost 270 million prescriptions were filled
under Part D during the first 3 months of 2006 for all of our bene-
ficiaries with drug coverage, and numerous surveys show high
rates of beneficiary satisfaction with their coverage.

Each week, hundreds of thousands of more beneficiaries are en-
rolling. We have already exceeded the initial enrollment expecta-
tions with more than 30 million beneficiaries with coverage,
through Part D or a former employer, as of mid-April.
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In addition, almost 6 million Medicare beneficiaries get drug cov-
erage equal to Medicare’s from other sources such as the Veterans
Administration, and we want to work hard over the coming days
to reach as many of the remaining 6 million. As close as possible.
That is close to 96 percent of all Medicare beneficiaries. Half of
those remaining are beneficiaries with limited incomes who we will
continue to reach in the months ahead with expanded partnerships
with SSA and outside organizations.

We have worked with the plans, the pharmacists, the States and
hundreds of other partners around the country to educate bene-
ficiaries and their caregivers about their choices, to help people un-
derstand how to make decisions based on cost, coverage, conven-
ience, and peace of mind. We put in place many outreach resources
to support these efforts.

While the vast majority of beneficiaries are already getting the
savings security of drug coverage, again, we are working to reach
as many more as possible between now and May 15, and that
would put us at the 90-percent-or-above range, with many of those
left having continuing opportunities to enroll.

To spread out any last-minute rush to enroll, CMS and our part-
ners are undertaking a major effort to encourage beneficiaries to
take advantage of the assistance now. In the past month, there
have been more than 1,900 events per week across the country to
provide beneficiaries with personalized help so they can understand
their coverage options and make a confident decision about enroll-
ment.

Not only is enrollment way up, costs are down and benefits are
better than expected as a result of competition. Beneficiaries are
able to enroll in plans that meet their needs far better than a one-
size-fits-all benefit package and a single drug formulary could do.
The result is coverage that serves beneficiaries well and costs less.

Over 90 percent of beneficiaries have opted for plans other than
the standard statutory benefit design. They have enrolled in plans
with low or no deductibles, flat copayments for covered drugs, and
in many cases, coverage through the coverage gap.

Consequently, even though the new drug coverage is offering bet-
ter benefits, it is costing much less for beneficiaries, taxpayers, and
States than had been anticipated. The passage of the Medicare
Modernization Act (MMA) (P.L. 108-173), the creation of the pre-
scription drug benefit, posed some real changes for us in aware-
ness, education and operational implementation that are unprece-
dented in scale and scope since the onset of the Medicare program
40 years ago.

Before implementation of the drug benefit, we provided most in-
formation directly to beneficiaries using traditional tools, including
the Medicare and You handbook, 1-800—Medicare and our Web
site, medicare.gov. Now, these are important pieces of information,
but with the passage of the MMA we saw a need to improve and
diversify our tools and to develop new strategies to reach a wider
audience and to target hard to reach populations, including rural
areas and minority communities.

In addition to print, radio, and television advertisements, we
have a multipronged approach to raise awareness and assist bene-
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ficiaries and their caregivers in making decisions about prescrip-
tion drugs.

During 2004, we began reaching out to develop partnerships, and
now we have a network that is incredibly diversified and com-
mitted, with more than 10,000 local partners. For several months,
we held training sessions around the country to educate our part-
ners about the benefit structures and the enrollment tools so that
they could help us raise awareness and educate enrolled bene-
ficiaries.

We recognize that to achieve the promise of the MMA we need
to reach all segments of the Medicare population, especially under-
served populations and those with language and cultural barriers.
To reach them, including minority, low income, limited English-
speaking, rural and homebound populations, we entered into a con-
tract with the National Association of Area Agencies on Aging. Our
strategies included strategy with community network-based organi-
zations and nine national aging organizations with local affiliates
to conduct outreach to low-income populations.

We developed specialized campaigns for the African American,
Hispanic, American Indian and Asian American, and Pacific Is-
lander communities, using new partnerships, creating materials in
other languages, and doing specialized, targeted, paid media cam-
paigns.

We are pleased that this is paying off with enrollment in minor-
ity populations that is running ahead of the national average. I
think that is probably unprecedented.

We appreciate your participation in outreach, and we welcome
your continued involvement as we work to reach remaining bene-
ficiaries. Altogether we have hosted over 22,000 events since Janu-
ary. Chairman Johnson, as you mentioned this extensive grass-
roots-level partnership is unprecedented. There are many people all
over the country, where they live and work and play and pray. It
has enabled us to reach beneficiaries who otherwise might not have
gotten the support they needed to enroll, and it has helped millions
make a decision about Medicare coverage already.

It has helped personalize Medicare in a way we could never do
from our national offices. I think this will be a lasting and funda-
mental change in the way that Medicare works.

I do want to spend a minute talking about the importance of our
customer service and support. It is always a top priority at CMS
to ensure that beneficiaries and our partners get accurate and
timely information. We have handled more than 22 million calls be-
tween November 15 and April 24 of this year, and the agency takes
great care in answering these calls promptly and providing accu-
rate and useful information to callers. That is why we have ongoing
and extensive and continuous monitoring improvement activities to
make sure we are providing the most effective customer support
possible.

We have worked diligently to improve the wait times and to en-
sure accurate information is available in a timely manner to those
seeking assistance. We have ongoing monitoring programs of actual
beneficiary calls, which evaluate a random sample of hundreds of
actual calls on an ongoing basis every month. It has found that
calls to 1-800—Medicare in 2006 have been answered accurately 93
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percent of the time. Actual calls, 93 percent of the time answered
accurately.

This high accuracy rate is reflected in the high rates of overall
satisfaction from 1-800-Medicare callers. We also do regular con-
tact and follow up with a random sample of the beneficiaries who
actually call us. I am pleased to say that CMS customer satisfac-
tion surveys indicate that of the bulk of callers who interact with
our customer service representatives, 87 percent are satisfied with
their experience.

Our Web site, medicare.gov, has also been visited more than 829
million times in the past 4 months. Many consumer experts like
Consumer Reports, Jane Bryant Quinn, and Terry Savage of the
Chicago Sun-Times all recommend using medicare.gov as a useful
tool to get information about drug plans.

With this array of tools available, and the incredibly diverse and
unprecedented scale and scope of our outreach activities around
them, I am confident that we can reach more beneficiaries than
have ever been possible before to help them take advantage of
Medicare benefits.

Now, I would like to make special mention of the pharmacy com-
munity before I conclude. They are the linchpin of the drug benefit
and have been tremendous in helping us. We are working hard to
meet the demands of this new program, and so we will continue to
take steps to support pharmacists, like supporting the creation of
new computer standards and new approaches to recognizing and
promoting high-quality pharmacy services.

I want to thank you again for the opportunity to discuss our
progress during the first 4 months of the drug benefit. This has
been a very exciting time for CMS, as we now have many new and
important relationships that we are going to continue to strengthen
for future outreach and education aimed at continuous improve-
ment and the quality of care and health for the Medicare popu-
lation.

While we are pleased that millions of Medicare prescriptions are
being filled every day now, we will continue to work to ensure
every person with Medicare can use this coverage effectively.

I am happy to answer any questions you may have.

Chairman JOHNSON OF CONNECTICUT. Thank you, Dr.
McClellan.

[The prepared statement of Dr. McClellan follows:]

Prepared Statement of The Honorable Mark McClellan, M.D., Ph.D.,
Administrator, Centers for Medicare and Medicaid Services,
U.S. Department of Health and Human Services

Chairman Johnson, Representative Stark, distinguished Members of the Sub-
committee, thank you for the opportunity to update you on the new Medicare pre-
scription drug coverage, and especially the steps we are taking to maximize enroll-
ment as we enter the final days of open enrollment period. I also want to address
the steps that we are taking concerning preparations for 2007 to make the prescrip-
tion drug benefit program even better. I want to take this opportunity to thank
those of you who have participated in CMS’ enrollment events throughout the coun-
try. I appreciate your interest in this topic, but more importantly I am very grateful
for your personal assistance and that of many of your colleagues in driving the
awareness of and enrollment in Part D. Members of Congress have been an impor-
tant part of this massive grassroots education effort and I am very hopeful that this
partnership we have created can continue as we begin to drive greater awareness
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and use of the prevention benefits which the Congress included in the Medicare
Modernization Act (MMA).

More than 8 million beneficiaries have new individual prescription drug coverage
since the program began and more than 93.8 million prescriptions were filled for
these beneficiaries with drug coverage during March—averaging 3 million prescrip-
tions filled per day. The vast majority of beneficiaries are using their coverage effec-
tively and each week hundreds of thousands of beneficiaries are enrolling in the new
program. CMS has already exceeded the enrollment target with more than 30 mil-
lion beneficiaries with drug coverage through Part D or a former employer as of
April 18, 2006. In addition, almost 6 million Medicare beneficiaries get drug cov-
erage from other sources with prescription drug coverage such as the Department
of Veterans Affairs equal to Medicare. This brings the total to approximately 36 mil-
lion Medicare beneficiaries who are now receiving prescription drug coverage.

According to data collected through beneficiary satisfaction surveys, 84 percent of
seniors enrolled in the Medicare prescription drug program are satisfied with their
coverage and 52 percent say they are enjoying significant cost savings.! Further, a
U.S. Chamber of Commerce study shows that 85 percent of enrollees say their plan
covers the medicine they need and a study conducted by the Kaiser Family Founda-
tion reveals that 82 percent of enrollees who have filled a prescription under the
benefit reported having no problems.2

CMS worked with the plans, pharmacists, States, and hundreds of other partners
leading up to the start of the drug benefit to educate beneficiaries and their care-
givers about the their choices and to help people understand how to make decisions
based on cost, coverage, convenience, and peace of mind. There are still twelve more
days to enroll before the May 15, 2006 enrollment deadline for the year, and we
need to help beneficiaries get the savings and security of prescription drug coverage
now.

We have put into place many outreach resources to get the information to bene-
ficiaries so they can enroll. To minimize an anticipated last minute rush to enroll,
CMS is making a monumental effort to enroll beneficiaries as soon as possible. In
the last month, there have been more than 1,880 events per week across the country
to provide beneficiaries with personalized help so they understand the prescription
drug coverage options available to them and so they can enroll in a plan. I know
that you and other Members of Congress have been very helpful with events in your
district as well. I have personally contacted many of the high enrollment plans to
express my concern that they put adequate resources into their call centers. How-
ever, we know there will be a large number of enrollments as the May deadline ap-
proaches. While this may lead to longer wait times on both our call lines and plan
sponsor lines, we have worked with the plans and we will make every effort to en-
roll everyone who wants to enroll. But to minimize problems, you should encourage
your constituents to act now.

Millions of seniors and people with disabilities are already using this benefit to
save money, stay healthy, and gain peace of mind. This includes several million in-
dividuals who, because they also qualify for Medicaid, or the low-income subsidy
(LIS), will have very low or no premiums deductibles and cost sharing. CMS esti-
mates that almost 270 million prescriptions were filled during the first three
months of 2006 for all Medicare beneficiaries with drug coverage. Because of strong
competition in the prescription drug marketplace, there has been slower growth in
prescription drug inflation in recent years, due in part to increasing generic drug
availability. Also, the proliferation of tiered co-payment drug plans and use of
formularies have caused the use of generic drugs to increase and further slow drug
spending growth. Consequently, the new Medicare prescription drug coverage is
costing much less for beneficiaries, taxpayers, and the States than anticipated.

Beneficiaries are choosing plans that best meet their needs, leading to coverage
that serves them well and costs less for them and for taxpayers. Enrollment data
reveal that the vast majority of beneficiaries are choosing plans that offer benefits
other than the standard option as defined in the law. They are choosing plans that
have low premiums, no deductibles, fixed copays, and coverage in the gap. In fact,
only 16 percent of prescription drug plan (PDP) enrollees chose the standard, statu-
tory option and only 5 percent of Medicare Advantage prescription drug plan (MA-
PD) enrollees chose the standard option. Beneficiaries are also often choosing plans
with access to a broad range of drugs. Beneficiaries eligible for the low-income sub-
Zidy l}ollave a very comprehensive benefit, with no coverage gap and usually no de-

uctible.

17U.S. Chamber of Commerce, April 25, 2006.
2Kaiser Family Foundation, April 25, 2006.
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CMS anticipates that plan sponsors will consider current enrollment statistics
when submitting their bids for 2007, and will limit their plan options accordingly.
CMS’ expectations for plan bids are outlined in the 2007 Call Letter, which I will
discuss shortly.

We are hearing reports from our partners about the cost savings people with
Medicare are experiencing. It is estimated that the Medicare drug benefit will pay
on average about half of total drug spending in 2006 for seniors who are not eligible
for extra help.

The beneficiaries who qualify for the low-income subsidy receive substantially
greater assistance, with a benefit that will cover on average over 95 percent of their
drug costs.

CMS and Our Partners have Raised Awareness Nationwide

With the passage of the Medicare Modernization Act of 2003 and the creation of
the Medicare prescription drug benefit, the Congress posed awareness, education,
and operational challenges to CMS unprecedented in scale or impact since the onset
of the Medicare program more than forty years ago. Notwithstanding a short
timeline, CMS has risen to the challenges as evidenced by the most recent enroll-
ment numbers, which exceed our target. With the outstanding help of our partners,
CMS has instituted a grassroots initiative across the country, with partnerships
which we believe will last long after the May 15th enrollment deadline. We have
an extensive partnership network with more than 10,000 local partners including
senior organizations and centers, youth groups, churches, civic and social organiza-
tions and federal state and local government agencies.

Before implementation of the drug benefit, CMS provided most information di-
rectly to beneficiaries using the traditional tools, including the Medicare & You
Handbook, 1-800-MEDICARE, and www.medicare.gov. However, with the passage
of the MMA, CMS saw the need to improve our existing tools and to develop new
strategies in order to reach a wider audience and to target specific hard- to -reach
populations, including rural areas and minority communities. In addition to print,
radio and television advertisements, CMS has a multi-pronged approach to raise
awareness and assist beneficiaries and their caregivers in making decisions about
prescription drug plans.

CMS knew from the outset that it was essential to provide beneficiaries with more
hands -on assistance than was available in our traditional educational materials
through outreach events and one-on-one training. This effort would have to be both
a high-touch and high-tech outreach campaign, with high-tech resources like the
personalized Plan Finder web tool for use by our partners and our beneficiaries, as
well as high-touch efforts involving one-on-one personal contacts using an intricate
web of grassroots partners collaborating and leveraging each other for the maximum
benefit of people with Medicare.

In addition, rather than just reaching beneficiaries, CMS cast a wider net to reach
caregivers, family and friends of beneficiaries.

During 2004, CMS began reaching out to develop partnerships, and now the net-
work is incredibly diverse and committed. For several months, we held training ses-
sions throughout the country to educate our partners about the benefit structure
and the enrollment tools so they could help raise awareness, educate, and enroll
beneficiaries. CMS provided special training for social service coordinators to help
them counsel low-income seniors. CMS relied heavily on our partner organizations
to work with beneficiaries on a one-on-one basis.

President Bush, Secretary Leavitt, and I, along with CMS’ regional office staff,
have traveled over 500,000 miles across the country in a mobile office bus to form
grassroots partnerships that help people with Medicare make an informed decision
about prescription drug coverage. About 70 percent of these mobile office stops have
taken place in rural communities throughout the country. Many Members of Con-
gress have served as honorary chairs for these events and we appreciate their in-
volvement in forging over 240 grassroots community and statewide networks, each
led by a community partner. The mobile office reached rural areas across the coun-
try to complement our dedicated funding for outreach to rural areas. Since January
1, 2006, 269 events have involved the participation of an elected official. We appre-
ciate your participation in outreach and we welcome your continued involvement in
activities to reach beneficiaries.

We have continued to work harder than ever to help beneficiaries and their loved
ones learn about their drug coverage. Since January, CMS and its partners have
hosted over 22,000 events. Our partner organizations are also providing personal-
ized counseling by request to help beneficiaries enroll in a plan that best meets
their needs. CMS worked with the Social Security Administration and various orga-
nizations to provide training and conduct outreach to beneficiaries who may qualify



16

for low-income assistance. In addition, we forged partnerships with other federal
agencies, which have helped to disseminate information to beneficiaries, especially
to those who might qualify for the low-income subsidy.

Also, CMS regional offices along with State Health Insurance Assistance Pro-
grams (SHIPs), senior advocacy organizations, and agencies on aging have held
thousands of information and enrollment events. In fact, CMS has more than dou-
bled its funding to SHIPs since 2003, recognizing the importance of SHIP assistance
to beneficiaries. In 2004, CMS provided more than $21 million and increased that
to more than $31 million in 2005. The funding level will remain high, even after
the initial enrollment period for prescription drug coverage ends, to ensure that
SHIP counselors will continue to play an important role in educating beneficiaries
about the drug benefit and their plan options in the months ahead.

We recognized that to achieve the promise of the MMA we would need to reach
all segments of the Medicare population, especially underserved populations and
those with language and other cultural barriers. To target these hard to reach popu-
lations, including minority, low-income, limited English-speaking, homebound, and
rural populations, CMS has a contract with the National Association of Area Agen-
cies on Aging. Strategies included contracting with Aging Network community-based
organizations and nine National Aging Organizations with local affiliates to conduct
outreach to low-income populations. Thus, we developed specialized campaigns for
the African American, Hispanic, American Indians, and Asian American Pacific Is-
lander communities, utilizing new partnerships, creating materials in other lan-
guages, and doing specialized paid media campaigns.

In summing up a new set of outreach initiatives for African-American bene-
ficiaries, Dr. Sandra Gadson, president of the National Medical Association, has de-
scribed the importance of this targeted outreach to specific populations such as Afri-
can American beneficiaries. “If we think we have a health disparity crisis in the Af-
rican American community today, imagine if we do not succeed in enrolling the most
needy of our eligible seniors and people with disabilities.” She noted that many of
the organizations she was working with had not supported the law, but that it was
clearly time to put politics aside in helping people take advantage of the new cov-
erage . . . coverage that for low income seniors, as Jim Firman, of the National
Council on Aging has said, is the most important new health care benefit in 40
years.

These extensive, grassroots-level partnerships are truly unprecedented for the
Medicare program. We are reaching out to people with Medicare, many people, all
over the country . . . “where they live, work, play, and pray.” It has completely
changed awareness about the drug benefit, and has helped millions make a decision
about Medicare coverage already. It has helped personalize Medicare in a way that
we could never do from our national offices. And I believe this will be a fundamental
and lasting change in the way that Medicare works. This has been a very exciting
time for CMS as we now have many new important relationships which we will con-
tinue to nurture for future outreach and education efforts aimed at continuous im-
provement in the quality of health of the Medicare population.

In addition to events around the country, we have worked to enhance our tradi-
tional methods of outreach and education. For instance, CMS treats the Medicare
& You 2006 handbook, which is mailed to all 42 million beneficiaries and includes
detailed information about the new prescription drug coverage, as a continuous
quality improvement project. Every year, in an effort to make the handbook a valu-
able and understandable beneficiary resource that is straightforward and easy to
read, CMS conducts consumer testing of the draft handbook at two separate stages.
Additional testing is sometimes done for specific sections. CMS also solicits input
from our partners, including Members of Congress.

CMS Prioritizes Customer Service to Our Beneficiaries and Our Partners

As always, customer service is a priority at CMS to ensure beneficiaries and our
partners are given accurate, timely information. With implementation of a brand
new part of Medicare, CMS understands that people with Medicare, their families,
doctors, and pharmacists will have questions about the new Medicare drug benefit.
CMS’ 1-800 MEDICARE Call Center has customer service representatives (CSRs)
available to answer Medicare questions 24 hours a day, seven days a week with as-
sistance in English and Spanish and many other languages as well. CMS’ helpline
and www.medicare.gov have served as critical tools for beneficiaries, caregivers, and
enrollment assistance centers to sign up for the prescription drug benefit.

CMS has handled more than 22 million calls between November 15, 2005 and
April 24, 2006, and the Agency takes great care in answering these calls as prompt-
ly as possible and providing accurate, useful information to callers. Because of the
great interest in the new drug benefit, call wait times have been longer than we
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would like at times. CMS has worked diligently to improve the wait times caused
in part by data translation problems to ensure accurate information is available in
a timely manner to those seeking assistance. As shown in Figure 1, on average, call-
ers have experienced wait times of less than two minutes from January to mid-
April, with longer waits sometimes occurring during peak call periods.

Figure 1
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Figure 1: Call Volume and Wait Times to 1-800 MEDICARE

In order to help beneficiaries understand their drug plan choices and select the
plan that best meets their needs, CMS increased the number of Customer Service
Representatives (CSRs) from 3,000 in June of 2004 to as many as 7,800. We have
also acquired additional infrastructure including telephone lines, workstations, and
seats at call center sites. We have refined our CSR scripts by reducing redundant
information, indexing scripts for quick access, and including probing questions to
help the CSRs better identify the caller’s concerns. In addition, all beneficiary toll-
free numbers were moved to a single 1-800 number with a centralized Interactive
Voice Response (IVR) system, allowing beneficiaries who call 1-800-MEDICARE to
get answers to all Medicare questions through a single number, which has helped
to channel calls appropriately and improve efficiency. Further, the IVR system was
enhanced to incorporate more plain language, user-friendly functionalities, and syn-
onyms for common beneficiary terms.

CMS has implemented a major enhancement through the use of Smart Scripts,
which provide the CSRs with an easily followed path of responses to the most fre-
quently asked questions. Smart Scripts are a new type of script that has hyperlinks
built into the body of the text. When activated, these hyperlinks will take the CSR
directly to related information about that subject. In addition, we have CSRs partici-
pate in the content workgroups for the actual development of scripts and job aides.
CMS has also implemented a CSR feedback system and streamlined our approval
process for updating the scripts in a timely manner to respond to the changing
needs of our customers or to incorporate policy updates.

All CSRs receive one week of classroom training followed by two or three addi-
tional days of practice calls, simulation, quality monitoring, and follow-up coaching
to ensure peak performance. CSRs are required to be certified with a written exam-
ination and test calls prior to taking live calls. CMS has taken steps to strengthen
the call centers’ capabilities and reduce wait times in order to address beneficiaries’
concerns as they arise. CMS hired and trained additional staff to use the Prescrip-
tion Drug Plan Finder tool to help beneficiaries get the information they need to
enroll in a drug plan that suits their needs.

I am pleased to say that CMS customer satisfaction surveys indicate that the bulk
of callers who interact with our CSRs, 87 percent, are satisfied with their experi-
ence. They are particularly pleased with how courteous and patient the CSRs are
(rated at 97 percent). These responses came not only from people with Medicare, but
also friends or relatives calling on their behalf, who made up 23 percent of callers
during March 2006.
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In addition to beneficiary satisfaction surveys, CMS also evaluates the 1-800-
MEDICARE CSRs through “mystery shopping” to ensure they are providing accu-
rate and complete responses to callers. “Mystery shopping” calls are made to CSRs
by an independent specialized quality evaluation contractor who has developed sce-
narios and scripts to measure the CSRs on various topics to determine if CSRs are
being “fully responsive.” A response is considered “fully responsive” if all key points
are conveyed to a caller. We have consistently found that the information provided
by the CSRs was fully responsive to the caller’s needs most of the time.

CMS’ Medicare Web site, www.medicare.gov, has also been a source of useful in-
formation for people with Medicare. Since the first of the year, our frequently asked
questions have been accessed more than one million times. CMS also has responded
to more than 19,000 e-mails received through the site, with 93 percent of them
being resolved satisfactorily in the first response. In addition, the medicare.gov web
site has been visited more than 829 million times since January 1, 2006.

With the array of educational tools available, I am confident that beneficiaries are
getting the information they need to enroll. We have seen steady enrollment since
November 15th.

CMS Works With Plans To Improve Their Customer Service

In addition to this significant strengthening of our 1-800-MEDICARE capabili-
ties, we have issued guidance to the plans instructing them to increase the numbers
of CSRs in their own call centers and take other necessary steps to provide timely
and effective responses to inquiries from enrollees and health professionals. Plans
have responded and reported significant increases in the number of CSRs in their
call centers, and as a result, plan performance has improved.

While many plans are now providing timely phone access, some have not re-
sponded adequately. Therefore, CMS has increased monitoring of plans’ call center
activities to help assure a high level of performance. We are surveying all prescrip-
tion drug plans to assess whether they provide correct information to beneficiaries
and pharmacists within a reasonable time. We expect continuing improvements as
we address systems and data transfer issues. The 2007 Call Letter provides specific
wait time metrics to which the plans must adhere, which I will outline shortly.

CMS Provides Caseworkers for One-on-One Counseling

While millions of prescriptions are being filled for people with Medicare, CMS is
very concerned about those individuals who are encountering difficulties at the
pharmacy counter. This is certainly distressing for those individuals and their care-
givers.

CMS has established a system to help resolve urgent issues on a case-by-case
basis. CMS has hundreds of trained caseworkers who are working as rapidly as pos-
sible to resolve urgent issues to help ensure that people with Medicare get their pre-
scriptions filled. CMS urges people with Medicare or their family members who are
having difficulties to call 1-800-MEDICARE, and if necessary, their case will be for-
warded to our caseworkers. Urgent cases have high priority for rapid resolution.

While the number of individual cases is small in comparison to the millions of
prescriptions and individuals who are successfully receiving their prescriptions,
CMS is committed to ensuring that every individual receives his or her needed
medicines, is properly identified, and is charged the appropriate copays.

CMS Takes Steps To Identify Areas of Concern

While considerable progress has been made, change of this magnitude in such a
short time span is bound to encounter some difficulties. CMS 1s very concerned
about anyone who has experienced problems in obtaining their medicines. We make
no excuses for the problems. They are important, they are ours to solve, and we are
finding and fixing them. We have and are continuing to take action to address
issues so that all beneficiaries enrolled in a Medicare prescription drug plan can ob-
tain their medications without incident. CMS also has been correcting data trans-
mission problems between Medicare, health plans, pharmacists, and the States.

CMS developed the Complaints Tracking Module (CTM) to capture complaints
CMS receives from beneficiaries, providers, or plans about prescription drug plans,
pharmacies, subcontractors, and providers. The design of CTM evolved from CMS’
experience with the Medicare-approved prescription drug cards. Because it is a Web-
enabled system, it can accept large numbers of daily transactions simultaneously
from many users across the Agency. Information can be efficiently exchanged, which
allows for quicker resolution and accountability. CMS launched the CTM into pro-
duction October 3, 2005 and began tracking complaints in January 2006 and we
have seen a general decline in the number of complaints during this time.

In addition, in order to assist pharmacists, who have been outstanding in their
commitment to service, CMS is working to ensure they have the resources and sup-
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port they need. CMS is also coordinating with the States that used their state reim-
bursement systems to pay for prescriptions that should be paid by the new Medicare
prescription drug plans. We are also monitoring plan activities and will use our en-
forcement measures, if necessary, to ensure they are adhering to the requirements
of participating in the Medicare prescription drug program. The 2007 Call Letter
outlines CMS plan sponsor evaluation criteria. These efforts build on the prepara-
tions that were made long before the January 1, 2006 launch of the Medicare pre-
scription drug benefit. In addition, the 2007 Call Letter contains policy statements
developed in response to lessons learned during the Part D program implementa-
tion. It also features reiteration of existing program requirements to emphasize
their importance to CMS and to our beneficiaries.

CMS Applauds and Supports the Outstanding Work of Pharmacists

Pharmacists are the linchpin of the prescription drug benefit and all over the
country they have been tremendous in implementing the new program. Tradition-
ally, the start of a new year is one of the busiest times for pharmacists with new
enrollments occurring in commercial and government plans in January. With the
launch of the new Medicare prescription drug benefit, the task facing pharmacists
was an additional challenge and CMS applauds and supports their tremendous ef-
forts. Pharmacists are working hard to meet the demands of the new program, and
CMS will continue to provide them and their software vendors and support associa-
tions with the tools they need to serve their customers.

CMS Provides Dedicated Support to Pharmacists

CMS has provided a number of ways for pharmacists to obtain help in filling pre-
scriptions for plan enrollees. To help pharmacists identify what plan a beneficiary
is in, CMS collaborated with pharmacists starting in 2004 to create an electronic
eligibility and enrollment query system that operates as part of their existing com-
puter systems. If the enrollee does not have a card or proof of enrollment in a pre-
scription drug plan, pharmacists can use this eligibility system (the E1 system) to
obtain information needed to fill the prescription. Using instructions and updates
provided by their software vendors, retail pharmacists now generally have the abil-
ity to perform real-time eligibility determinations on their existing computer sys-
tems. Pharmacists can also call plans directly, on lines dedicated for pharmacists.
They can contact Medicare’s own CSRs on the toll-free pharmacy support phone
lines if need be, and CMS also has specially trained case workers in our regional
offices who can intervene in special cases to make sure that enrollees get the medi-
cations they need.

To help resolve issues pharmacists encounter in dispensing medications to those
newly enrolled in the Medicare prescription drug plans, CMS has increased its call
handling capacity at the pharmacist help line. In addition, the line is now available
24 hours a day. This increased capacity has reduced the wait time to less than a
minute for pharmacists who want to use this mode of communication for eligibility
and enrollment determination.

CMS Supports Simplification Initiatives

We have heard concerns from pharmacists about different claims processing and
administrative systems used by the various Medicare prescription drug plans. We
have helped make sure that plans are aware of the challenges posed by their vary-
ing requirements. We have supported external discussion efforts between plan and
pharmacy representatives to make rapid technical progress towards more standard-
ized electronic responses and prior authorization process for the pharmacists. CMS
remains supportive of this initiative undertaken by the plans and pharmacists to
improve how the new program operates on a day-to-day basis. This is one of many
examples of how various parties are working together to improve the systems associ-
ated with the new program.

CMS has also identified a number of business process issues that can be sim-
plified for plans, physicians and beneficiaries. To supplement established prescrip-
tion drug reject codes, America’s Health Insurance Plans (AHIP), the National Asso-
ciation of Chain Drug Stores (NACDS), the National Community Pharmacists Asso-
ciation (NCPA), and others have announced standardized coding messaging de-
signed to assist pharmacists and better serve beneficiaries when they fill prescrip-
tions at pharmacies. Specifically, these standardized electronic messages will help
pharmacists quickly determine the appropriate course of action for filling bene-
ficiaries’ prescriptions under four different circumstances: (1) when a particular
drug is not covered; (2) when prior authorization is required; (3) when plan quantity
or other coverage limitations have been exceeded; and (4) when the pharmacy is not
part of the Part D plan’s network.
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This consensus agreement on new message coding protocols will make transaction
processing more streamlined and efficient which will save time and prevent phone
calls and delays between plans and pharmacists. This is important not only for the
Medicare drug program, but may produce benefits throughout our entire health care
system, as these and other protocols are applied to other public and private pro-
grams. CMS now views these consistent messages as best practices for the drug ben-
efit, and we expect all Part D plan sponsors to adopt and implement these practices
as soon as possible. We will be looking at these and other best practices as measures
of plan performance.

To further the goal of simplifying procedures in the new drug benefit, last week
the American Medical Association (AMA) and America’s Health Insurance Plans
(AHIP), in conjunction with CMS, released a standardized exceptions form designed
to assist physicians in requesting exceptions and prior authorizations on behalf of
Medicare beneficiaries enrolled in Medicare drug plans. This form allows for a sim-
plified process for physicians to apply for coverage determinations on behalf of all
ofﬁ;h;ir Medicare patients, regardless of which Part D plan the beneficiary is en-
rolled in.

In addition to the new messaging standards, we sent information to the plans
which will expedite their processes for making sure they are not inappropriately
paying for drugs that should be covered under Part B, and we have worked with
Epocrates, an electronic prescribing software company, to ensure that their product
provides accurate and easy access to plan formularies. We've also held weekly pre-
scribers’ conference calls and bi-weekly meetings with the AMA and other organiza-
tions to find out what prescribers are experiencing, to supply them with information
on our activities and answer their specific questions.

CMS issued a fact sheet on February 24, 2006 to provide physicians with updated,
practical information about the exceptions and appeals processes. This fact sheet de-
scribes the physician’s role in these processes and emphasizes the short decision-
making timeframes. In addition, on March 24, 2006, CMS held a “Coverage and Ap-
peals” training session for providers and other CMS partners. We had close to 1,500
sites calling in for the training, and we conservatively estimate that 3,000 people
were listening in.

CMS Facilitates Creation of the Pharmacy Quality Alliance

CMS continues to engage in rigorous outreach to the pharmacy community,
through national, state and local pharmacy organizations and their newsletters and
email lists, as well as their standards organization and technical societies.

I am very pleased to announce the establishment of the Pharmacy Quality Alli-
ance (PQA). Similar to the Ambulatory Quality Alliance (AQA), the mission of the
Pharmacy Quality Alliance is to improve health care quality and patient safety, and
to reduce overall healthcare costs. The PQA will use a collaborative process in which
key stakeholders agree on a strategy for measuring performance at the pharmacy
level; collecting data in the least burdensome way; and reporting meaningful infor-
mation to consumers, plans, providers, and other stakeholders to inform choices and
improve health outcomes.

The Alliance highlights the role of the pharmacist as a member of the integrated
health care team and recognizes the value the pharmacist can bring to the equation
of total patient care. CMS may further support this collaborative process by devel-
oping a demonstration project to provide further evidence on the impact of Medica-
tion Therapy Management (MTM) and other pharmacist interventions that could
help promote high quality patient care and lower costs in both the Medicare and
f1\_/Iedicz:1id programs—a win-win for plans, pharmacists, and most importantly, bene-
iciaries.

Individuals with more than one chronic disease often require treatment with sev-
eral prescription medications, which increases their risk for drug-related problems.
Additionally, they represent a disproportionate amount of health care expenditures.
Each Part D sponsor must have an MTM program for beneficiaries who have mul-
tiple chronic diseases and are taking multiple Part D drugs with projected annual
costs of at least $4,000. The quality of care for these individuals can be improved
and medical costs can be reduced through MTM, which promotes appropriate medi-
cation use, reduces the risk of adverse events, and optimizes therapeutic outcomes.

MTM programs may be furnished by a pharmacist or other qualified provider and
must be developed in cooperation with pharmacists and physicians. This creates op-
portunities for the pharmacists to play active roles in the MTM services provided.
To realize the full potential of MTM, quality metrics for MTM and related pharmacy
services must be developed so that more can be done to support high-quality phar-
macy care.
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Physician Outreach Provides Information about Formularies, Exceptions, Appeals,
and Expedited Requests

Physicians are a key partner in the implementation of the Medicare prescription
drug benefit, and CMS conducted extensive outreach about formularies, exceptions,
appeals, and expedited requests to promote effective interactions with physicians
and beneficiaries. CMS used the Physicians Regulatory Issues Team (PRIT) web site
to provide advice for providers and an invitation for them to call or email CMS with
issues or concerns about the Medicare prescription drug benefit. In addition, CMS
sent a letter to physicians outlining specific sources of help and information. Some
specific steps we have taken to ease processes for both physicians and pharmacists
include the following:

e A web-based formulary finder linked to all plan formularies.

e Information about Epocrates, an electronic handheld and web-based drug and

formulary reference for physicians, that is providing plan formulary informa-

tion ilncluding both tier and step therapy information and is updated con-
stantly.

An exceptions and appeals contact list for each prescription drug plan so phy-

sicians can help a patient by filing an exception or appeal for a medication

or a medication’s tier.

Information about coverage determinations, exceptions, appeals, and expe-

dited requests.

o AHIP, AMA and others developed a standardized form that physicians can

use to request prior authorization and coverage for non-formulary drugs.

To facilitate communications between pharmacists and physicians, we posted

a form for pharmacists to use to inform physicians that their patient’s plan

is requiring use of another drug, step therapy, or prior authorization.

e We have encouraged plans to accept prior approval requests by fax, rather
than requiring phone calls from physicians, since that is less time consuming
for the physicians.

e A chart and other support tools to determine quickly if the drug a physician

prescribed is a Part B or Part D drug.

Information about the CMS web-based email and weekly conference calls

where physicians can get direct help with their concerns.

Strong Enrollment Trends Continue

As a result of successful outreach efforts, participation in the drug benefit is off
to a strong start. CMS has exceeded the enrollment target and over 30 million bene-
ficiaries have drug coverage from Part D or a former employer. The number of Medi-
care beneficiaries receiving coverage continues to grow at a rate of hundreds of
thousands of beneficiaries per week. As shown in Figure 2,

Overall prescription drug coverage figures as of April 18 are:

e Stand-Alone Prescription Drug Plans (PDPs): 8.1 million people with
Medicare have enrolled in stand-alone prescription drug plans. This total in-
cludes 1 million beneficiaries who had their enrollment facilitated by CMS.
This subset of beneficiaries were either automatically approved for the low in-
come subsidy or applied for the subsidy through the Social Security Adminis-
tration or states, but had not selected a prescription drug plan on their own.

o Medicare Advantage with Prescription Drugs (MA-PDs): Nearly 5.8
million beneficiaries receive coverage through Medicare Advantage plans with
drug coverage (MA-PDs). More than 950,000 MA-PD beneficiaries have
signed up on their own since prescription drug coverage was added to Medi-
care Advantage plans.

¢ Medicare/Medicaid: About 5.8 million beneficiaries were automatically en-

rolled in prescription drug plans, plus about 500,000 enrolled in Medicare Ad-

vantage plans with prescription drug coverage.

Retiree Coverage: More than 6.8 million retirees are enrolled in an em-

ployer or union sponsored plan that has applied for the Medicare retiree drug

subsidy. In addition, about 1.4 million retirees are in employer- and union-
sponsored coverage that incorporates Medicare group drug coverage.

¢ Federal retiree coverage: 3.5 million

o TRICARE: There are 1.9 million beneficiaries with TRICARE retiree
coverage.

o FEHB: There are 1.6 million beneficiaries with FEHB retiree coverage.
This figure includes spouses with Medicare who are covered under a
FEHB family policy by retirees who also have Medicare coverage.
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e Additional Sources of Prescription Drug Coverage for Medicare Bene-
ficiaries:
Approximately 5.8 million Medicare beneficiaries have alternative sources
of “creditable” prescription drug coverage:

© Veterans Affairs (VA): There are an estimated 3.2 million bene-
ficiaries with creditable drug coverage through the VA.

° Indian Health Service (IHS): There are an estimated 0.1 million
beneficiaries with creditable drug coverage through the THS.

© Active Workers with Medicare Secondary Payer: There are an
estimated 2.0 million beneficiaries who are active workers with cred-
itable drug coverage through an employer group health plan.

© Other Retiree Coverage: An estimated 500,000 retirees are con-
tinuing in coverage from a former employer or union that supple-
ments individual market Medicare drug coverage or is not coordi-
nated with Medicare drug coverage.

So, in addition to over eight million beneficiaries in stand-alone prescription drug
plans, many millions more are getting more comprehensive coverage in Medicare
Advantage plans, and millions more continue to receive retiree coverage—exactly as
the law was intended to work.

Figure 2
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Figure 2: Enrollment in Medicare Prescription Drug Benefit, Medicare Ad-
vantage-PDPs, the Retiree Drug Subsidy, FEHBP, and TRICARE 3. 4

In addition to general participation, CMS research indicates that our partners’
and our outreach efforts have been particularly successful in minority communities.
Seventy percent of Medicare-eligible African Americans, 75 percent of Asians, and

3MA-PDP enrollments are under-reported as plans update CMS records concerning the move-
ment of beneficiaries from MA to MA-PD plans.
4Retiree Drug Subsidy enrollment numbers between 12/27/05 and 1/8/06 are estimates.
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70 percent of Hispanics have enrolled in Part D or have coverage from an employer
taking the retiree drug subsidy. These figures exclude FEHB and TRICARE.

Polls show that people are finding the enrollment process easy and are saving
money from participating in the benefit. An AARP survey found that 78 percent of
those enrolled in a Medicare prescription drug plan say they are satisfied.> An
AHIP survey released on March 13, 2006 found that nine out of 10 seniors who
are dually eligible for Medicare and Medicaid say they have experienced no prob-
lems using the new Medicare drug benefit.6 According to AARP’s survey, of those
surveyed who had prescription drug coverage before 2006, 63 percent indicated that
their Medicare drug plan is either better or as good as their previous coverage. Fur-
ther, the survey found that 40 percent of survey participants thought if Medicare
had not added the new prescription drug benefit, they would need to give up things
such as groceries, full dosages of medication, or cut back on savings.

More than 30 million Medicare beneficiaries now have prescription drug coverage
and CMS is encouraged by the strong enrollment numbers. Outreach efforts will
continue to promote enrollment for those who have not yet enrolled.

Competition Helps Lower Drug Prices

Competition in the prescription drug marketplace and among sponsors of Medi-
care prescription drug plans have helped reduce prescription drug costs for Medicare
beneficiaries, which a number of recent studies have illustrated.

CMS analyses demonstrate that Medicare beneficiaries with common chronic con-
ditions can save a substantial amount on their drug bills by enrolling in a Medicare
prescription drug plan (PDP) compared to what they would pay with no drug cov-
erage.” For instance, people with Medicare who select the lowest-cost plan in their
area may find savings up to 71 percent off the prices they would pay without pre-
scription drug coverage. The analysis also demonstrates that a range of plans avail-
able to beneficiaries can provide significant savings. This is also true for a very
broad range of plans if beneficiaries are willing to use generic versions of their exist-
ing drugs, when available, which are required to have the same active ingredients
and work in the same way as the brand-name drug. These results indicate that
beneficiaries can see substantial savings on their drug bills by focusing on a few
plans with the features they prefer—such as a low premium, or fixed copayments,
or coverage in the gap, and low out-of-pocket costs.

Even larger savings are possible—as much as 83 percent—by switching to drugs
in the same class that treat the same condition as a beneficiary’s current brand-
name drug, for example drugs that treat common conditions like stomach acid prob-
lems, allergic rhinitis, high blood pressure, and high cholesterol levels. According to
Consumers Union, considering these alternative drugs could save beneficiaries bil-
lions more in drug costs each year.® Beneficiaries can get personalized information
on these additional savings from www.medicare.gov, 1-800-MEDICARE, and many
of Medicare’s partners.

A number of external reports strongly support these findings. For example, the
Pharmaceutical Care Management Association (PCMA) released a study in Feb-
ruary 2006 indicating that Medicare drug plans offer significant price discounts
compared to what beneficiaries would pay without coverage.® The study found that
prices under the Medicare prescription drug program were on average 35 percent
less at participating retail pharmacies and 46 percent less through mail order phar-
macies. Further, for 25 commonly used medications, the PCMA study found savings
from 18 percent on brand name drugs at retail pharmacies to 26 percent at mail
order pharmacies. In addition, a January 2006 report prepared by the Lewin Group
demonstrates that beneficiaries with chronic conditions, particularly those with mul-
tiple conditions, will see significant savings on their prescription drug bills by en-
rolling in a Medicare prescription drug plan.1? For example, while beneficiaries with
one chronic condition will save on average $396 on their medications with Medicare
drug coverage, accounting for 26 percent of their current drug spending, those with

5“New Medicare Drug Benefit is Meeting or Exceeding Expectations,” AARP, Released April
12, 2006.

6“Tracking Survey of Seniors Who Are Enrolled in the Medicare Prescription Drug Benefit,”
AHIP, Released March 13, 2006.

7CMS Office of Policy, Analysis of Savings Available Under Medicare Prescription Drug Plans,
March 1, 2006.

8“Helping Medicare Beneficiaries Lower Their Out-of-Pocket Costs Under the New Prescrip-
tion Drug Benefit,” Consumer’s Union, December 14, 2005.

9“Medicare Drug Discounts Real & Holding Steady,” Pharmaceutical Care Management Asso-
ciation, February 7, 2006.

10The Lewin Group, “Savings From the Medicare Drug Benefit for Beneficiaries with Chronic
Conditions,” Prepared for National Health Council, January, 2006.
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four or more conditions will save an average of $1,774, or 41 percent, on their medi-
cations. These studies have made “apples to apples” comparisons of drug prices
available at retail pharmacies instead of, for example, common, but misleading,
comparisons between retail pharmacy and mail-order prices. In addition, in their re-
cent forecast of prescription drug spending trends, the independent Medicare actu-
aries have concluded that overall drug spending in the presence of the Medicare
drug benefit will be slightly lower when compared to spending in the absence of a
Medicare drug benefit, even though Medicare beneficiaries will be able to fill mil-
lions more prescriptions than would have been possible without the drug coverage.

Beneficiary premiums are expected to average $25 a month—down from the $37
projected in last July’s budget estimates—and the overall cost to taxpayers for 2006
has dropped about 20 percent since the July 2005 estimate, according to the CMS
Office of the Actuary. The savings result from lower than expected costs per bene-
ficiary; projected enrollment in the drug benefit has not changed significantly. For
the 10-year period from 2006-2015, the net total cost of the drug benefit to Medi-
care is now estimated to be about $130 billion less—$797 billion compared to an es-
timated $926 billion last year.1! In addition, the state phase-down contributions are
now projected to be $37 billion (about 27 percent) less over the 10-year period.

Market Forces Drive Plan Simplification

In addition to reducing the cost of prescription drugs, market forces are working
to simplify the plan offerings, resulting in more attractive alternatives for bene-
ficiaries. For instance, the standard plan design calls for a $250 annual deductible.
However, to increase their number of enrollees, 85 percent of sponsors chose to not
include a deductible in their plan design and, in fact, most beneficiaries are select-
ing plans without a deductible. CMS is continuing to work on ways to display com-
parable plan information to make it as easy as possible for beneficiaries to review
different plan options and make apples-to-apples comparisons between them. We are
encouraged by a recent Washington-Post-ABC News poll, indicating that three-quar-
ters of enrollees said the paperwork to sign up for the benefit was easy to complete,
and that nearly two-thirds are saving money under the new program.12

Medicare and its partners are already making available personalized information
on important plan features, and we are working with many outside organizations
to enhance the resources available to beneficiaries to help them identify the specific
plan or plans that are a good fit based on their own preferences. As individuals have
different needs and preferences when it comes to their health-care coverage, pre-
senting plan features in a way that facilitates comparison on the basis of plan at-
tributes and performance indicators will make it easier for beneficiaries to choose
the plan with the features that are most important to them.

In our research, we found that the vast majority of the new enrollees in stand-
alone drug plans have chosen plans offering a plan design other than the “standard”
drug benefit. Many beneficiaries chose coverage with a low or no deductible, fixed
copayments for most prescriptions instead of coinsurance, and/or coverage in the
coverage gap—coverage options made possible by the strong competition in the
Medicare drug benefit. In fact, as Figure 3 shows, CMS found that nearly 69 percent
of PDP and almost 90 percent of MA-PD enrollees chose a plan with no Part D de-
ductible. A very small percentage (2 percent) of PDP enrollees selected plans with
a deductible between $1 and $249, and 29 percent of the enrollment was in plans
with a $250 deductible.

11CMS Office of the Actuary, February 9, 2006. Actual future costs of the benefit could be
higher or lower than these updated estimates.
12Washington Post, April 12, 2006.
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Figure 3: Percent of Enrollment by Deductible Amount

The range of premiums offered by PDPs varies between $1.87 and $104.89, and
the Part D portion of the MA-PD total premium ranged from $0 to $147.12. The
majority of PDP enrollees are in plans with drug premiums below the national aver-
age. In fact, as shown in Figure 4, while 38 percent of PDP plans offered premiums
below $32.20, 73 percent of the beneficiaries enrolled in one of these plans. It ap-
pears that beneficiaries place a high priority on premium when selecting a plan.
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Figure 4: Percent of Plans and Enrollees by Premium

CMS Automatically Enrolled Full Benefit Dual Eligible Individuals into Plans

To prevent a lapse in prescription drug coverage for full benefit dual eligible indi-
viduals, CMS worked diligently to make sure they were enrolled in a Medicare pre-
scription drug plan before January 1, 2006. In November 2005, any individual who
was a full benefit dual eligible for even one month, beginning in March 2005, was
automatically enrolled in a prescription drug plan. While other individuals generally
have the opportunity to change plans only at the end of the calendar year, dual eli-
gible individuals have the opportunity to change plans once a month. This flexibility
allows them further opportunities to select a plan that best meets their needs.

CMS has also worked with the States to identify and auto-enroll individuals who
are about to become full-benefit dual eligible prior to the end of their Medicaid drug
coverage to work toward a seamless transition. This includes those Medicaid indi-
viduals who will age into Medicare or who will reach the end of the 24-month Medi-
care disability waiting period. In anticipation of the shift of drug coverage from
Medicaid to Medicare for full benefit dual eligible individuals, CMS developed a
process for a back-up plan at the pharmacy point-of-sale to ensure that these indi-
viduals experience no gap in coverage.

CMS Facilitates Enrollment for Individuals who Qualify for the LIS

To make sure beneficiaries who qualify for the low-income subsidy do not miss
out on the coverage, we also facilitated enrollment in a drug plan for beneficiaries
who are LIS-enrolled but did not choose a plan on their own. The group includes
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not only people who have applied for and been approved for extra help but also peo-
ple who are enrolled in other federal assistance programs such as Supplemental Se-
curity Income and Medicare Savings Programs. This way, we ensured that they do
not miss out on comprehensive, low-cost drug coverage.

In the first phase of this effort, CMS began mailing letters to approximately 1 mil-
lion people who are LIS-enrolled but have not chosen a plan. The letters let them
know which Medicare prescription drug plan they would be enrolled in if they took
no action before April 30th and that their prescription drug coverage would begin
on May 1st.

The letter explains that beneficiaries can choose a different approved plan in their
area. It listed all the prescription drug plans available in their region with pre-
miums at or below the low-income premium subsidy amount. It also makes clear
that they can decline enrollment if they choose and recommends calling 1-800—
MEDICARE to find out more about these plans.

Medicare beneficiaries who qualify after May 15th for the LIS will have a one-
time opportunity, using a special enrollment period, to enroll in the drug benefit if
they have not already done so. The extra help allows for comprehensive and valu-
able drug coverage—in most cases it means beneficiaries must pay just a few dollars
for every prescription—and we want to make sure that people who need help the
most can use this coverage as soon as they become eligible. The change in status
resulting from an LIS determination after May 15th is an “exceptional cir-
cumstance” that warrants a special enrollment period. This special enrollment pe-
riod enables these beneficiaries to enroll in a Medicare prescription drug plan right
after they become eligible for the LIS. Medicare will also continue to facilitate en-
rollment into a drug plan for people who qualify for the LIS if they do not choose
a plan on their own. Medicare similarly offers one-time special enrollment periods
for other important changes in status.

CMS Worked to Achieve a Smooth Transition in Long Term Care Facilities

CMS is committed to ensuring that the estimated 1.6 million people with Medi-
care in the 15,800 long term care (LTC) facilities nation-wide continue to receive the
medications and pharmacy services they need under the new Medicare prescription
drug coverage without interruption. Many “private pay” patients in LTC facilities
are getting many thousands of dollars worth of help with their drug costs for the
first time ever. A majority of individuals in LTC facilities are Medicare beneficiaries,
and many of them also are eligible for Medicaid. Individuals in LTC facilities rep-
resent a unique and vulnerable population because many have cognitive and/or
functional impairments. This population typically has multiple co-morbidities, the
highest utilization of drugs, with an average of nine medications per day, and the
highest spending for prescription drugs compared to other people with Medicare.

CMS established dedicated fax lines and mail-in services to allow nursing homes
to obtain beneficiary enrollment information from CMS. This strategy enabled CMS
to help nursing homes identify the plans into which CMS auto-enrolled more than
500,000 residents. Pharmacists used the electronic eligibility and enrollment
verification (E1) system to identify the remainder of beneficiaries. By notifying plans
that their dual eligible enrollees reside in nursing homes, and by assisting LTC fa-
cilities in working to correct cases where copay information is not up to date, CMS
is ensuring nursing home residents who are full-benefit dual eligible beneficiaries
have access to Medicare drug coverage without premiums and copays.

CMS Has Taken Specific Steps to Address Areas Where State Changes are Needed

Under the MMA, coverage for outpatient drugs for full benefit dual eligible bene-
ficiaries shifted from the Medicaid program to Medicare Part D. As a result, state
Medicaid programs no longer must pay for high-cost home infusion drugs. Medicare
Part D requires coverage of home infusion drugs that are not currently covered
under Parts A or B of Medicare. While the Part D benefit does not cover equipment,
supplies, and professional services associated with home infusion therapy, it does
cover the ingredient costs and dispensing fees associated with infused covered Part
D drugs. Medicaid federal financial participation (FFP) is available for medical sup-
plies and services associated with administering the infused drugs. To the extent
that Medicaid covers these supplies and services for its non-dual eligible Medicaid
population, the State must also cover these for full benefit dual eligibles.

We are committed to making the distinctions between Part D versus Part B cov-
erage as clear as possible. CMS is currently working with providers, states, and the
home infusion industry to clarify payment obligations under Medicare for home in-
fusion therapy. In addition to comprehensive guidance issued in 2005, we recently
distributed a quick reference chart to plans and pharmacists and posted a
MedLearn article on the subject. In March, CMS sent to plans and the State Med-
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icaid Directors letters clarifying the roles of the Medicare Part D drug program and
State Medicaid programs in providing home infusion drugs and services. The letter
clarified CMS access requirements for home infusion drugs, provided information
about how home infusion drugs must be provided in usable forms, addressed the
need for plans to receive assurances that ancillary services will be provided, and
provided a reminder of the time sensitive nature of home infusion therapy.

Further, we recently sent information to the plans which will expedite their proc-
esses for making sure they are not inappropriately paying for drugs that should be
covered under Part B, and we have worked with Epocrates, an electronic prescribing
software company, to ensure that their product provides accurate and easy access
to plan formularies. We've also held weekly prescribers’ conference calls and bi-
weekly meetings with the AMA and numerous specialty societies to find out what
prescribers are experiencing, to supply them with information on our activities and
answer their specific questions. Finally, on February 13, 2006, we sent letters to
medical specialty groups recommending that providers include certain additional in-
formation on prescriptions that may help plans and pharmacists differentiate be-
tween Part B and D drugs.

CMS Works With States

Since both CMS and the States are responsible for administering benefits for dual
eligible individuals, CMS is committed to working with States on an ongoing and
collaborative basis. CMS and the States commenced work in August 2004 through
a State Issues Workgroup, which included representatives from State Medicaid
Agencies, the Social Security Administration, and CMS to assure that States report
and CMS knows of every dual eligible beneficiary in the country undergoing the
transition from Medicaid to Medicare drug coverage.

CMS also engaged the States in a series of summits, conference calls, and work-
shops to discuss and address implementation issues associated with the MMA.
These gatherings include monthly all-State conference calls; State Pharmacy Assist-
ance Program Workgroup conference calls; and conferences hosted by organizations
representing the States. In addition, CMS provided States with beneficiary enroll-
ment information, comparative information about the plans, and targeted edu-
cational and outreach materials. Finally, CMS has worked diligently with States to
appropriately identify their full benefit dual eligible individuals.

Reimbursing States for Assisting in the Transition Process

Despite extensive planning and preparation, some dual eligible beneficiaries, par-
ticularly those who changed plans late in a month, have had difficulty obtaining
their prescriptions at the pharmacy. Due to these difficulties, 32 States took action
to ensure people received the medicines they needed by activating their state pay-
ment systems. We appreciate the States that supported pharmacists who have faced
difficulties in serving certain dual eligible beneficiaries. States paid for prescriptions
that should have been paid by the new Medicare prescription drug plans, and CMS
believes they should be reimbursed for these expenses.

To that end, we have established a demonstration project to reimburse the 50
States and the District of Columbia for costs they incurred by covering drugs that
should be covered by the appropriate plan. Under the demonstration, Medicare will
reimburse States by reconciling drug payments with prescription drug plans, and
by paying any differential between the drug plan reimbursement and Medicaid
costs, as well as certain state administrative costs. Forty-five States and the District
of Columbia have been accepted into the demonstration program. Of the States ac-
cepted into the demonstration program, 12 did not activate their state payment sys-
tems and are seeking reimbursement only for administrative costs. In February we
notified states that they could apply for reimbursement for the help they provided
to beneficiaries during the transition until March 8, with some states receiving ex-
tensions until March 31 for costs associated with Part D claims. By the time that
deadline occurred, the vast majority of early difficulties had been resolved and
states no longer needed to provide emergency back-up.

We are ready to honor our commitment to states. CMS has extended the deadline
for states to incur administrative costs related to transition full benefit dual eligible
individuals to May 5, 2006. We are currently working through a contractor to proc-
ess claims, reconcile with plan sponsors, and begin reimbursing states.

CMS is Correcting Data Transmission Issues

Transmitting accurate and timely beneficiary and plan data was paramount in en-
suring the prescription drug benefit could be implemented on January 1, 2006. How-
ever, despite everyone’s best efforts, information sharing between CMS, the States,
and the Medicare prescription drug plans has not always been perfect. Although
smooth and timely data transfers among Medicare; our drug plans, Medicare Advan-
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tage plans, and retiree plans; and 56 States and territories have occurred for most
beneficiaries, we have been working intensively to improve these data handoffs.

As an additional safeguard in mid-January, CMS contracted with Electronic Data
Systems (EDS) to help CMS work together with the plans, States, and pharmacies
to resolve challenging data translation issues. CMS has worked diligently to ensure
our data systems interact properly with other systems so that data information ex-
changes are accomplished smoothly and completely to correct problems.

Many plans are sending CMS daily files reflecting their enrollment transactions,
and reliably use our responses to these daily files as well as our weekly summaries
of the results for timely and accurate updates of their systems. Our goal is that
plans covering 90 percent of the enrollee population will use these daily and weekly
data transfer processes successfully to reduce lags in obtaining updated beneficiary
information.

To check and further assure the accuracy of the information exchange between
plans and CMS, we have sent special updated data files to plans, including full co-
payment information, on the full dual and low-income subsidy enrollment in plans.
Our goal is to achieve, by ten days before a new coverage month begins, at least
a 95 percent match for enrollment and LIS copayment information on applicable
beneficiaries between Medicare and the plans. We obtained a match rate of greater
than 99 percent for duals submitted by the States in the fall of 2005, and we expect
to maintain a high match rate.

CMS is Monitoring Plan Compliance

It is important to note that the plans providing drug coverage to people with
Medicare are under contract with CMS. We have the operational responsibility to
ensure that the plans are providing the best services available to our beneficiaries.
Toward that end, we are enforcing compliance with plan contracts, including call
center responsiveness, formulary requirements, appeals processes, and pharmacy
contracting.

Key dimensions of customer service include timely access for beneficiaries and
their representatives, pharmacists, and other health professionals. HHS is con-
ducting routine surveys to determine plan compliance with Part D standards con-
cerning call abandonment rates and percentage of calls answered within 30 seconds.
Plans will receive this analysis to inform their performance and compliance anal-
ysis, and information on the performance of plan service lines will be publicly avail-
able in the weeks ahead. Complaint rates related to customer service are also an
important consideration for future participation by a plan.

We are addressing issues on a case-by-case basis. While we are responding to
complaints, we are also monitoring trends. This tracking information can lead to
corrective action or sanctions if needed, and will be considered in our contracting
decisions for future years. While most plans are complying with the requirements
set forth in their contracts, we will use the full array of administrative tools and
other enforcement remedies to ensure plans adhere to the terms of their contracts.
When we hear of specific complaints we work with plans to ensure timely resolution.

Extensive Plan Formulary Requirements Provide Access to Needed Prescription
Drugs

CMS developed a set of checks and oversight activities to ensure that prescription
drug plans offer a comprehensive benefit that reflects best practices in the phar-
macy industry, as well as current treatment standards. Plan formularies must rec-
ognize the special needs of particular types of people with Medicare, such as individ-
uals with mental health issues, individuals with HIV/AIDS, individuals living in
nursing homes, people with disabilities, and others who are stabilized on certain
drug regimens. CMS reviewed plan formularies and benefit structures to verify that
they are in compliance with the following critical requirements: a plan’s formulary
must cover multiple drugs in each class with a minimum statutory requirement of
at least two drugs in each approved category and class (unless only one drug is
available for a particular category or class); and CMS requires that each plan’s for-
mulary include all or substantially all drugs in each of the following key categories:
antidepressants, antipsychotics, anticonvulsants, anticancer drugs,
immunosuppressants, and antiretrovirals for treating HIV/AIDS.

In addition, each Medicare prescription drug plan’s formulary was developed and
reviewed by the plan’s pharmacy and therapeutics committee. Each formulary must
be consistent with widely used industry best practices. Furthermore, CMS compared
the prescription drug plans’ use of benefit management tools to the way these tools
are used in existing drug plans to ensure they are being applied in a clinically ap-
propriate fashion.



30

Plans must accommodate the needs of long-term care residents within their for-
mulary structure by providing coverage for all medically necessary Part D medica-
tions at all levels of care. Coverage of all medically necessary medications may in-
clude, but is not limited to, alternative dosage forms such as liquids that can be ad-
ministered through feeding tubes, intravenous medications, or intramuscular injec-
tions.

CMS will review any request for deletion of a drug from a plan’s formulary to en-
sure continued access to a broad range of drugs. Plans cannot remove a drug from
their formulary without, among a number of other steps, first obtaining CMS ap-
proval and providing a 60-day advance notice to their affected enrollees. As we deem
it appropriate, we are working to strengthen formulary protections. On April 26, we
changed our policy to better protect Medicare beneficiaries from the sudden loss of
coverage for drugs they currently take. Now, plans that change their formularies
during the year will exempt beneficiaries who are already receiving the drugs when
the change is made. This should provide many beneficiaries with greater peace of
mind that their prescription drugs will remain covered throughout the plan year.
The enrollment period continues for almost two more weeks and we are encouraging
and helping people with Medicare to review their options and select a plan that
works best for them.

In addition, CMS developed specific procedures for timely exceptions and appeals
to ensure that enrollees receive prompt decisions regarding whether medications are
medically necessary and therefore covered by their prescription drug plan. For ex-
ample, if the enrollee is requesting coverage of a non-formulary drug, the drug may
be covered if the prescribing physician determines that all of the drugs on the for-
mulary would not be as effective as the non-formulary drug or would have adverse
effects for the enrollee, or both. The plan would review the physician’s determina-
tion and must make its decision as expeditiously as the enrollee’s health condition
requires after it receives the request, but no later than 24 hours for an expedited
coverage determination or 72 hours for a standard coverage determination. We are
collecting information on the use of a plan’s appeals and grievance processes to en-
sure that each plan is complying with the requirements.

CMS is Ensuring Pharmacists Receive Prompt and Accurate Payments from Plans

We have heard from pharmacies about the early problems they faced in receiving
payments from the prescription drug plans for the services they provided. While
new billing and payment cycles caused cash flow issues at some pharmacies in Jan-
uary, pharmacies now are receiving payments in regular cycles in accordance with
their plan contracts. CMS is taking compliance with required contractual payments
very seriously. When we hear specific complaints about a plan failing to abide by
its contract with a pharmacy, we investigate and hold the plan responsible for com-
plying with its contract. Our investigations to date have found that pharmacists are
generally being paid according to their contracts, though some are having other dif-
ficulties, such as not connecting the name of the payer with the prescription drug
plan or facing challenges in matching claim dates with payment dates, making it
difficult to reconcile their financial books. CMS will continue to investigate and
track any complaints from pharmacists regarding payments, and will take action if
we determine that plans are not following their contractual agreements.

CMS Commitment to Continuous Quality Improvement demonstrated in
Annual Adjustments for 2007

On April 3, 2006 CMS issued the 2007 Call Letter, which provides guidance to
existing PDP sponsors as well as those that are newly applying to enter the pro-
gram. I would like to take this opportunity to highlight some of the more significant
policies for bidders in 2007.

CMS Anticipates Bids Will More Clearly Reflect Variations that Beneficiaries Prefer

In order to ensure that plan choices offered in 2007 clearly meet beneficiary needs
and enable beneficiaries to compare different kinds of plans and confidently choose
the coverage that is best for them, CMS intends to negotiate with PDP Sponsors
to ensure that each benefit package they submit will provide beneficiaries with a
substantially different option. In 2006, we allowed sponsors to offer a wide array
of plan designs in addition to the standard benefit designed by the Congress. How-
ever, as discussed earlier, an overwhelming majority of beneficiaries are choosing
plans that offer benefits other than the standard option as defined in the law. In
2006, almost 90 percent of beneficiaries were not enrolled in the standard benefit
design, but rather have enrolled in plans with low or no deductibles, flat payments
for covered drugs, and in some cases, coverage in the coverage gap.

Plans will continue to have flexibility to offer people with Medicare benefit de-
signs with these popular features in 2007. However, in general we expect that more
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than two bids from a sponsoring organization would not provide meaningful vari-
ation, unless one of the bids is an enhanced alternative plan. Further, CMS antici-
pates that plan sponsors will design new plan options for 2007 in accordance with
the enrollment trends in 2006.

CMS Evaluation Criteria

CMS will issue PDP Sponsor contractor renewal notices to those Sponsors we
have determined, based on information available to us, continue to be qualified to
hold a contract during 2007. CMS reviews each PDP sponsor’s compliance with all
requirements of the program to determine whether contract renewal is warranted.
While many plans are performing well or achieving significant improvements in key
areas of beneficiary service and support, CMS considers non-renewal if there has
been a substantial failure to comply with program requirements. We pay special at-
tention to key operational areas which impact customer satisfaction and successful
delivery of the benefit, including effective data systems, customer and provider serv-
ice, exceptions and appeals processes and pharmacy support, which are outlined in
more detail below.

Effective Data Systems

Determining a beneficiary’s correct enrollment status, including copayment status,
lies at the heart of ensuring his or her access to the Part D benefit. Because enroll-
ment data are updated much more frequently than previously done in the
Medicare+Choice program, and timely and accurate data processing by plans is es-
sential, CMS expects sponsors to develop and maintain information systems that ac-
curately process updated enrollment information at least weekly, following rec-
ommended processing procedures to avoid significant delays or inaccuracies in proc-
essing enrollments.

Effective Customer Service

CMS expects PDP Sponsors to provide a high and consistent level of access and
service for beneficiaries and their representatives, pharmacists, and other health
care providers. CMS has updated for 2007 performance standards for certain cus-
tomer service and provider contact telephone line operations. CMS is conducting
routine surveys to determine Sponsor compliance with Part D standards. For the
Current and Prospective Enrollee Call Center, CMS provided specific minimum re-
quirements for hours of operation and the content of information available from the
call centers to address beneficiary inquires. As an example, the call center must an-
swer 80 percent of incoming calls within 30 seconds, and the abandonment rate of
all incoming calls is not to exceed 5 percent.

For the Pharmacy Technical Help Call Center, Sponsors must operate a toll-free
pharmacy technical help call center to respond to inquiries from pharmacies and
providers regarding the applicant’s Medicare prescription drug benefit. The call cen-
ter must operate during the entire period during which the sponsor’s network phar-
macies in their plans’ service areas are open, and must meet the same answering
and abandonment rates as the beneficiary call centers.

For the Exceptions and Appeals Call Center, Sponsors must operate a toll-free call
center to respond to physicians and other providers for information related to excep-
tions and prior authorizations, as well as beneficiary appeals. The call center must
operate during normal business hours and provide a secure voicemail.

Following Transition Guidance

While the new prescription drug plans are required to cover medically necessary
prescriptions, CMS required plans to establish an appropriate transition plan for all
new enrollees to address situations where a new enrollee’s prescribed medications
are not on the plan’s formulary. The transition policy allows beneficiaries to get a
temporary supply of their current drugs while they determine whether a similar on-
formulary medicine will work for them. Additionally, CMS recommends that transi-
tion plans address unanticipated enrollee transitions when individuals need to
change treatment settings due to a change in their level of care. In addition to re-
viewing Sponsor reports on its transition compliance, CMS is monitoring complaint
rates related to transition coverage of drugs.

Avoiding Excessive Burdens in the Exceptions and Appeals Process

CMS expects PDP Sponsors to provide prior authorization and exceptions forms
and access to information to make transition procedures straightforward for pro-
viders and patients. PDP Sponsors are expected to limit administrative burdens for
physicians and other providers by implementing recommended best practices for
consistent forms, including steps to obtain formulary exceptions and processes for
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providing needed clinical information for processing prior authorization requests for
specialized drugs.

Sponsors must also have a “one stop” area on their web site that provides needed
information on the procedures, the forms, and the contact information for their prior
authorization and exceptions processes.

Maintain and Strengthen Relationships with Pharmacists through Contrac-
tual Support and Avoiding Administrative Burdens

PDP Sponsors must comply with the contractual agreements they have made with
their participating pharmacies, and CMS is monitoring pharmacists’ complaints
about plan compliance with these agreements and other pharmacy requirements of
the Medicare program. Sponsors are also expected to follow recommended best prac-
tices for consistent coding and secondary message responses when formulary, prior
authorization, Part B coverage, or other rejection edits are activated.

CMS Changes Co-Branding Policy in 2007

In addition to the abovementioned policy for 2007, based on feedback from bene-
ficiaries and the health care industry, co-branding names and/or logos of contracted
providers may be confusing to enrollees and unintentionally convey a message that
they can only use the co-branded provider, rather than all participating providers
listed in the plan’s provider or pharmacy directory. Thus, effective with the begin-
ning of CY 2007 marketing (October 1, 2006), PDP sponsors will not be permitted
to place co-branding names and/or logos on their member identifications cards.

Anticipating Next Steps

In addition to the actions CMS took to address issues that arose at the start of
the new Medicare prescription drug benefit, we are looking ahead to ensure we ad-
dress any issues facing people with Medicare, caregivers, providers, the plans, and
pharmacists in the future. We are anticipating increased enrollment ahead of the
end of the open enrollment period in May, and we are continuing to optimize sys-
tems to limit problems with coverage at the pharmacy counter on June 1st. In re-
cent weeks, we have been doing all we can with the support of our partners to help
people find out about and take advantage of the new coverage if they haven’t made
a choice yet. We are drilling down to the census block and neighborhood levels with
our partners—including many of you—where we will be continuing our full scale ef-
fort on education and enrollment events.

In addition, we will continue to improve data translation among Medicare, the
health plans, and States to continue reductions in the number of rejected or delayed
transactions. CMS also is monitoring plans’ customer service and hotline wait times,
while also providing responsive service through 1-800-MEDICARE. CMS continues
to work with the States participating in the reimbursement program to ensure effec-
tive use of Medicare coverage by connecting beneficiaries to their new Medicare pre-
scription drug plans and helping pharmacists use Medicare backup systems if nec-
essary. As implementation continues, and more and more beneficiaries select and
enroll in a new prescription drug plan, CMS will continue to improve the program
and solve problems, guided by the lessons we have learned to date.

Conclusion

Thank you for the opportunity to discuss our progress during the first four
months of the Medicare prescription drug benefit. While we are pleased that mil-
lions of Medicare prescriptions are being filled every day, we are going to continue
working to ensure every person with Medicare can use their coverage smoothly. I
am happy to answer any questions you may have.

Chairman JOHNSON OF CONNECTICUT. Ms. Disman, before
we proceed we must recess for three votes. So, it will take about
20 minutes. Then we will pick up with your testimony and then
questioning to this first panel.

Thank you very much.

[Recess.]

Chairman JOHNSON of CONNECTICUT The hearing will re-
sume. Ms. Disman, if you will proceed.
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STATEMENT OF BEATRICE DISMAN, CHAIRMAN, MEDICARE
PLANNING AND IMPLEMENTATION TASK FORCE, SOCIAL SE-
CURITY ADMINISTRATION

Ms. DISMAN. Thank you, Madam Chairman and Members of the
Subcommittee. On behalf of Commissioner Barnhart, I want to
thank you for inviting me to discuss Social Security’s efforts to im-
plement the new Medicare Part D low-income subsidy of the Medi-
care Modernization Act, or MMA.

I am Beatrice Disman, Regional Commissioner of the New York
Region of the SSA. I have been in my current position since 1995,
and I have actually been with Social Security since 1965, and I was
there for the implementation of the Medicare program in our mid-
town Social Security office.

In December 2003 Commissioner Barnhart asked me to chair So-
cial Security’s Medicare Planning and Implementation Task Force,
making me responsible for Social Security’s role in implementing
MMA.

As you know, Madam Chairman, Social Security was given the
responsibility from Congress to take “extra help” applications and
to make eligibility determinations for individuals who were not
automatically eligible. I have explained the eligibility requirements
in detail in my written statement.

Social Security was given its MMA responsibilities because of its
network of nearly 1,300 offices and 40,000 employees across the
country. We are in every community, and that was a real benefit
for the program as well as for our role in administering some parts
of the Medicare program already.

Upon passage of MMA, we immediately recognized the develop-
ment of the simplified application for extra help was essential for
successful implementation of the program. As I have described in
my written statement, we, in partnership with the Centers for
Medicare and Medicaid Services, conducted substantial testing of
the extra-help application. The paper application changed signifi-
cantly over time, going through many drafts before being finalized.

Our system staff contributed to the design of the application, to
make sure the information on the form could be electronically
scanned into our computers, thereby minimizing the number of em-
ployees needed to process incoming forms.

We worked to develop alternatives to the traditional paper-based
application. In July of last year we unveiled the Internet version
of the application, allowing people to file online for help with costs
associated with the Medicare drug plan. The online application has
been a tremendous success with more than 1,300 individuals daily
filing for the extra help.

Telephone inquiries were also part of our efforts to make the
extra-help application process as simple as possible. We provided
extensive training to our teleservice representatives so that they
could answer subsidy-related questions. We developed an auto-
mated application-taking system, allowing our teleservice rep-
resentatives to refer callers directly to specialized claims-taking
employees who could take the application by phone.

We developed a computer matching process with the Internal
Revenue Service to validate resource and income-related informa-
tion provided by applicants. Using this computer match allowed So-
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cial Security to build an application process that would not require
applicants to submit proof of resources and income as long as the
applicant’s statement was in substantial agreement with the com-
puter records.

This permitted greater use of the scannable and the Internet ap-
plication, and actually reduced the need of Medicare beneficiaries
to travel long distances to visit our Social Security offices.

I would now like to turn to the efforts Social Security has under-
taken to inform beneficiaries about the extra help available for pre-
scription drugs. For example, more than 72,000 Medicare outreach
events have been held and in many of these, we were certainly
there with CMS and CMS was certainly at these events with us.

As we also had targeted application-taking events held in our So-
cial Security field offices, I can tell you from my New York experi-
ence that we opened our offices on Saturday and stayed late in the
evening to assist people to file for the extra help. We continued to
work with all the States and other organizations to identify people
with limited income and resources, who may be eligible for the
extra help, and to take applications from them. We are on site in
senior citizen centers, hospitals, community centers, housing au-
thorities, adults’ homes, churches, just to mention a few locations.

Our outreach efforts are continuing because there is no deadline
for individuals to file for the extra help for lower-income bene-
ficiaries. Although the new prescription drug plan did not begin
until January of 2006, Social Security began mailing applications
to individuals who might be potentially eligible in May 2005. The
initial effort also allowed us to begin making eligibility determina-
tions for the extra help as early as July 2005.

As much as the initial mailing of applications was important, fol-
low-up telephone calls or letters to individuals who didn’t return
the application was just as important.

Again, there is more detailed information in my statement. The
results of these many months of efforts speak for themselves. At
the end of April, Social Security has received applications from
more than 4.9 million beneficiaries, including almost 850,000 appli-
cations that were duplicate applications.

Of the remaining approximately 4 million, we have made deter-
minations on 3.9 million individuals. We have now found that 1.7
million individuals are eligible for the extra help.

In conclusion, I want to express Commissioner Barnhart’s thanks
and my personal thanks to the Committee for your continuing sup-
port for the agency. Your support for the President’s 2007 budget
will allow Social Security to continue to provide the kind of service
your constituents have come to expect from us, not only in admin-
istering the low-income subsidy and premium withholding for the
Medicare prescription drug program, but also for our traditional
services. We look forward to working with you as we continue our
efforts to reach the low-income population.

Thank you. I will be glad to answer any questions you may have.

Chairman JOHNSON of CONNECTICUT. Thank you very much.

[The prepared statement of Ms. Disman follows:]
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Prepared Statement of Beatrice Disman, Chairman, Medicare Planning and
Implementation Task Force, Social Security Administration

Madam Chairman and Members of the Subcommittee:

On behalf of Commissioner Barnhart I want to thank you for inviting me to dis-
cuss Social Security’s efforts to implement the new Medicare prescription drug cov-
erage low-income subsidy program.

SSA has already done a great deal to assist low-income Medicare beneficiaries in
receiving extra help with their prescription drugs through the new Medicare pre-
scription drug coverage, and we will continue this mission with a firm commitment
to the public we serve. As Commissioner Barnhart has said, “Together, we can make
sure no one has to make the difficult choice of spending their limited income on pre-
scription drugs or other basic needs.”

Background

To begin, it may be helpful to describe Social Security’s role and responsibilities
regarding the new Medicare prescription drug coverage. This will provide the con-
text to further describe SSA’s activities in getting low-income people the extra help
intended by Congress.

As you know, the Medicare Modernization Act, or MMA, enacted in December
2003, established the new Medicare prescription drug benefit. The new Medicare
prescription drug coverage was designed to allow all people with Medicare an oppor-
tunity to voluntarily enroll in prescription drug coverage. MMA also provided an
extra level of assistance for people with Medicare who have limited incomes and re-
sources in helping to pay for the monthly premiums and cost-sharing that is re-
quired by the new Medicare prescription drug coverage. This assistance is the low-
income subsidy, or “extra help,” as it is frequently called.

The responsibility for enrolling individuals for the prescription drug coverage is
a joint effort between the Department of Health and Human Services (HHS) and
private insurance companies, which establish Prescription Drug Plans (PDPs) for
that purpose. Individuals who were already eligible for Medicare and full Medicaid
benefits were automatically enrolled by the Department of Health and Human Serv-
ices in the subsidy, and did not need to apply. They were also auto-enrolled in a
plan in November 2005.

SSA was given the responsibility by Congress to take extra help applications and
to make eligibility determinations for individuals who were not automatically eligi-
ble. In order to be eligible for the subsidy, individuals must have incomes below 150
percent of the poverty level applicable to their corresponding household size, and re-
sources of less than $11,500 for single individuals or $23,000 for married couples.

Individuals with incomes between 135 percent and 150 percent of poverty are eli-
gible for a subsidy amount based on a sliding scale. Individuals with incomes below
135 percent would be eligible to receive the most subsidies.

Additionally, SSA was charged by Congress with the collection of premiums for
the prescription drug program itself, in cases where beneficiaries tell the Prescrip-
tion Drug Plans when they enroll that they want their premiums withheld from
monthly Social Security benefits. This withholding of premiums is similar to the
function SSA already performs for beneficiaries in the withholding of other Medicare
premiums. SSA was given these responsibilities because of its network of nearly
1,300 offices with 35,000 employees across the country, and because of its already
existing role in administering some parts of the Medicare program. Over the past
70 years, SSA has gained a reputation for helping citizens in the communities
where they live, and Congress realized that SSA’s presence “on the ground” would
be vital in the launch of the Medicare extra help program. Also, the low-income sub-
sidy was designed with many similarities to the Supplemental Security Income (SSI)
program, a means-tested assistance program for low-income aged, blind and dis-
abled individuals, which SSA has administered for more than 30 years.

Obviously, these new responsibilities have impacted SSA’s workloads. We saw sig-
nificant increases in our office visits and telephone calls, especially in December and
January. Some of this increase was due to uncertainties by Medicare beneficiaries
on whether to contact CMS, the Prescription Drug Plans, or SSA to enroll in Part
D. However, the increases were also caused by changes that SSA implemented to
its enumeration process in mid-December. The strengthened evidence requirements
for obtaining a Social Security card have caused a sustained increase in our field
office traffic.
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Development of Extra Help Application

Upon passage of MMA, Social Security immediately began planning for the imple-
mentation of the limited-income subsidy. We recognized from the onset that develop-
ment of a simplified application for the extra help was essential for successful im-
plementation. Thus, our goals were to develop an application that elderly and dis-
abled Medicare beneficiaries, their caregivers, or other third party assistance pro-
viders would be able to understand and easily complete. SSA also wanted to maxi-
mize the use of automation, not only to process these forms efficiently, but also to
process them in a timely manner.

To accomplish these goals, SSA conducted substantial testing of the extra help ap-
plication form. The paper application changed significantly over time, going through
many drafts before being finalized. Social Security, in collaboration with CMS, con-
ducted focus groups with current Medicare beneficiaries to test potential applicants’
understanding of the application, and conducted special cognitive testing of the sub-
sidy application and had design engineers review the layout of the applications. We
also discussed various draft versions of the application with national and local advo-
cacy groups and with State Medicaid Directors.

Our Office of Systems staff contributed to the design of the application as well
to make sure that the information on the form could be electronically scanned into
our computers, thereby minimizing the number of employees needed to process in-
coming forms.

Realizing the need to reach our beneficiaries in new ways, SSA worked to develop
alternatives to the traditional paper-based application. In July of last year, we un-
veiled the Internet version of the application located at www.socialsecurity.gov, al-
lowing people to apply online for help with Medicare Prescription Drug Plan costs.
The online application has been a tremendous success, receiving one of the highest
scores ever given to a public or private sector organization by the American Cus-
tomer Satisfaction Index (ACSI). As of April 2006, we are still receiving more than
1,300 Internet applications daily.

Telephone inquiries were also part of our efforts to make the extra help applica-
tion process as simple as possible. We provided extensive training to assist our tele-
service representatives in answering subsidy-related questions. We also developed
an automated application-taking system, allowing the teleservice representatives to
refer callers directly to specialized claims-taking employees who could then take ap-
plications by phone. This new system allows individuals calling our 1-800 number
to immediately file for the extra help.

Under authority created by the Medicare Modernization Act, we also developed
a computer matching process with the Internal Revenue Service (IRS) regarding the
validation of certain income information provided by applicants. Using this com-
puter match allowed SSA to build an application process that would not require ap-
plicants to submit proof of resources and income, as long as the applicant’s state-
ment on the application was in substantial agreement with the computer records.

In summary, although means-testing is by its very nature complex, we believe
that we have created a simple application process, which allows individuals to apply
for the extra help as quickly and easily as possible, while also taking advantage of
current technology.

Outreach Efforts

I would now like to turn to the efforts SSA has undertaken to inform beneficiaries
about the extra help available for prescription drugs. Efforts to educate the public
about the new, extra help program began almost immediately after passage of
MMA, and this outreach continues today. SSA has worked with CMS and other Fed-
eral agencies, community based organizations, advocacy groups, and State entities
in order to spread the word about the available extra help.

During the past year, SSA has held more than 72,000 Medicare outreach events.
Targeted application-taking events were held in Social Security offices throughout
the country, and personal invitations to these events were mailed to beneficiaries
who had not yet applied for the extra help, but had been identified as being poten-
tially eligible for the program.

We continue to work with States that have their own pharmaceutical programs,
State Health Insurance Programs, Area Agencies on Aging, local housing authori-
ties, community health clinics, PDPs, and others to identify people with limited in-
come and resources who may be eligible for the extra help.

Throughout these efforts, SSA’s goal has been to reach every potentially-eligible
Medicare beneficiary multiple times, in a variety of ways, for example, by targeted
mailings, follow-up phone calls, and targeted events. And while we are confident we
have taken appropriate steps to reach out to those who may be eligible for the extra
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help, our outreach efforts will continue throughout 2006. There is no enrollment pe-
riod for the extra help—a Medicare beneficiary can apply at any time.

Additional Outreach & Mailing of Subsidy Applications

Although the new Medicare prescription drug coverage did not begin until Janu-
ary 2006, SSA began mailing applications to individuals who were potentially eligi-
ble for extra help in May 2005. During the following three months, we mailed al-
most 19 million applications. Our goal was to have as many potentially eligible lim-
ited income Medicare beneficiaries as possible file for the extra help before the
Medicare prescription drug program started in January 2006.

We also intended to cast the widest net possible in our efforts to reach the public.
Thus, we sent the 19 million applications to potentially eligible individuals, even
though we knew that not all of this group would meet the income and resource re-
quirements. This initial effort also allowed us to begin making eligibility determina-
tions for the extra help as early as July 2005.

As much as the initial mailing of applications was important, follow-up contacts
with those individuals who did not return the application was just as important. We
contracted with a vendor to remind individuals of the availability of the extra help
program and to ask if they needed assistance. Of the 9.1 million people who were
called by the vendor, 800,000 had applications resent to them, and 400,000 re-
quested assistance and were referred to SSA. In addition, 5 million follow-up notices
were sent because the vendor could not locate a phone number for the individual
(for example, an individual who was displaced by Hurricane Katrina).

We continue to use Agency mailings to inform the public. For example, the cost
of living adjustment notice sent in December 2005 to 52 million Social Security
beneficiaries contained information about the new drug program and the availability
of extra help. The 4.2 million letters SSA sent to individuals potentially eligible for
extra help, during September and October 2005, also contained information about
the subsidy.

Also, SSA identified approximately 1.5 million disability beneficiaries who re-
ceived an extra help application mailer, but did not file an application. We mailed
a follow-up notice to these beneficiaries between March 16 and April 11 notifying
the beneficiaries that they may be eligible for the subsidy.

In addition, as a pilot, we recontacted approximately 5,000 beneficiaries, who did
not respond to an extra help application mailer, but had previously applied for and
received the Medicare $600 drug discount card credit, to offer help in completing
the extra help application. We are now looking at expanding the effort.

SSA is also examining other ways in which we might reach individuals who could
be assisted by the extra help program. For example, we established cooperative
projects with tax preparers, who deal with people filing for the Earned Income Tax
Credit, to screen for the extra help.

Success So Far

As of April 30, SSA has received applications from more than 4.9 million bene-
ficiaries, of which almost 850,000 were unnecessary, because either the applicants
were automatically eligible or because they had filed more than one application. We
have made over 3.9 million determinations on the eligibility for extra help and have
now found more than 1.7 million of these individuals eligible. We have also notified
the individuals who filed unnecessary applications of their current eligibility.

While we are proud of the initial success that we have had with helping so many
beneficiaries pay for their prescription drugs, there is much more that we need to
do. Commissioner Barnhart has made it clear that we need to continue to aggres-
sively promote this valuable benefit, and to this end, we continue to look for ways
to reach those eligible for the extra help program.

While SSA has no direct role in assisting individuals in either selecting or enroll-
ing in PDPs, we have also provided instructions to the field offices on how to make
sure those with the new Medicare prescription drug coverage questions are directed
to the resources they need. In some cases this means our employees will simply
refer the questioner to 1-800-MEDICARE, or to the beneficiary’s PDP provider, but
in other cases it means making a personal call to state coordinators, reprinting and
faxing award notices, and even making emergency calls to CMS Regional Offices.

In short, we are committed to doing whatever we can to help make this new pro-
gram accessible to our beneficiaries.

Conclusion

In conclusion, I want to express Commissioner Barnhart’s thanks, and my per-
sonal thanks, to this Committee for your continuing support for the Agency. Your
support for the President’s 2007 budget will allow Social Security to continue to pro-
vide the kind of service your constituents have come to expect from us, not only in
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administering the low-income subsidy and premium withholding for the Medicare
prescription drug program, but also for our traditional services.

We look forward to a continued dialogue with your Committee as we progress
with implementation of the extra help program. We very much want to hear your
ideas. While we have found that there is no single contact method that guarantees
success, we have learned that the more times we reach these limited-income bene-
ficiaries, the more we are able to help them.

Thank you and I will be glad to answer any questions you may have.

Chairman JOHNSON OF CONNECTICUT. We have now just
passed an hour since I convened this hearing. In that hour, 1,813
seniors have joined the Medicare Part D program. In addition, Mr.
Stark has asked me to enter into the record the Congressional
Budget Office’s letter that estimates that 1 million beneficiaries
would enroll in Part D in 2006 if the enrollment period were ex-
tended.

[The information follows: PENDING]

Chairman JOHNSON OF CONNECTICUT. Dr. McClellan, I un-
derstand that your actuaries at CMS have done similar estimates,
and I would like you to comment on this estimate and also to pro-
vide for the record the statement from the CMS actuary on this
issue.

Dr. MCCLELLAN. We will be happy to do that. In terms of the
impact on the enrollment deadline, our actuaries have concluded,
like actuaries around the country find with insurance plans and
other benefits, that deadlines are very important in encouraging
people to act.

The CMS actuaries concluded that without the deadline, 1.6 mil-
lion fewer Medicare beneficiaries would enroll in the drug coverage
and get advantages from the benefits. I have been going around the
country a lot. I see this firsthand. A lot of the people who are look-
ing in the program now are people who have been putting off a de-
cision. Signing up for health insurance may not be the most fun
thing you do in a day, but they know it is very important for their
health and very important for their finances so they are doing it.
Also a lot of people with low drug costs are understandably waiting
until close to the deadline.

I was down in Arlington, Texas and met a nice lady there who
said she takes only one or two drugs now, but she will sign up for
the coverage now so she will have peace of mind as she gets older.
She is 102 years old, but this benefit works for all beneficiaries no
matter how old they are.

We are seeing more people sign up because the deadline is there.
Now is the time when we have lots of assistance available for
them, when all of our partners, all of our customer service rep-
resentatives are there, between now and May 15, to help them
make that decision.

Chairman JOHNSON OF CONNECTICUT. Thank you very
much. We look forward to having that letter to put in the record,
alongside the other letters. It shows how difficult it is to estimate.

I was interested that The New York Times had said the deadline
was a useful prod for fence-sitters. Certainly we all know how
much we intend to do something and often don’t do it until we ab-
solutely have to do it.
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I also thought it was very interesting that 75 percent of seniors
who have enrolled in Plan D are either satisfied—are either very
satisfied or satisfied with the plans performance.

I was equally interested in, because both of you have worked
very hard at getting tools out there, getting local voices in the com-
munity, enabling seniors to go to people they trust. Indeed, in one
of my senior citizens centers they don’t want the choice because
they like the pool of people who are so well trained, and they would
rather wait their turn with their local advisers. That has worked
very, very well.

All of the grassroots training that you have done is very impor-
tant. Yet in the Kaiser Foundation poll of April 6th to 11th, they
found that 54 percent of those who had chosen a Medicare drug did
so on their own. That is interesting to me, because in my office we
have had people call and say oh, this is so confusing, and this is
so confusing. When we ask them have you tried, they say, oh, no.
When we have them try or when I see them at sign-up things, they
say it isn’t so confusing.

So, it is unfortunate that so much print and breadth of public
leaders has been devoted to basically scaring seniors that was dan-
gerous and difficult; when it is, it certainly is something you have
to put your mind on, but the people you have gotten out there to
help one on one have made all the difference; and that many sen-
iors, we forget, many seniors are able to use the computers.

In fact, some of the advisers who signed up, one I met recently,
was a former human resources developer. So, we have had some
very good success not only with getting seniors to sign up, but with
generating support in the community for helping one another. That
has been wonderful to see. Frankly, I haven’t seen that level of just
communities coming together to help each other in a long time. We
Ki{l come back later on to some other aspects of the plan that will

elp it.

Right now, I will recognize Mr. STARK.

Mr. STARK. Thank you, Madam Chair. Could I just borrow this?
Look at those aluminum tubes, just right out of the State Depart-
ment testimony.

In your benefit design, as I understand it, about 86 percent of
the stand-alone plans have a doughnut hole or some coverage gap,
a{ld about 8 million people and change have enrolled in stand-alone
plans.

Can you give me an idea, or can you get back to me as to how
many of these 8 million in stand-alone plans still have a doughnut
hole or some form of coverage gap, or do you know, approximately?

Dr. MCCLELLAN. I can get you that number, approximately, in
just a minute. What the beauty of a program with choice is of the
options out there, people don’t have to choose any one of them that
they don’t like, and people are disproportionately enrolling in the
plans that fill in the doughnut hole, just like they are dispropor-
tionately enrolling in plans that provide other benefits. That is a
big extra help for people who have high expected drug costs.

Mr. STARK. Okay. Again, my concern is not that we can’t help
some people, as I said earlier. You throw $1 trillion at 40 million
people, somebody has got to get help besides the pharmaceutical in-
dustry.
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I have trouble with—and I hate to tell you this, but you probably
already know it—your boss, Secretary Leavitt, just some moments
ago, in his testimony in the Senate, before the Health and Human
Services Appropriations Subcommittee, said, I think definitively as
Congress Daily put it, said: There ain’t going to be any extension.

I was kind of hoping you guys would have an epiphany, is that
what it is, John, in the last—in the eleventh hour, and save a lot
of those seniors from the penalty.

If I am correct in this assumption, I know you have stated in a
variety of forums and ways that the penalty is necessary, basically
to prevent adverse selection, for me to stay out of the plan until
I know I am going to need diabetic drugs or chemotherapy and
then sign up. That is why I would agree with you and everybody
else, and at some point, a penalty, like we have in Part D.

I am not so sure, maybe you could convince me otherwise, that
we lose a lot by letting people go to January without a penalty. If
what you are suggesting is out of these 7- or 8 million people, that
they have got this all figured out, my guess is that with their shoes
and socks on, they can do the math; and the penalty would cost
them more than what they would spend in 8 months in premiums.

I am sure that is the case in any of these plans; that if you look
at some life expectancy beyond 5 years, to say, jeez, I am going to
have a penalty of 10, 12 percent, what it could run, for the remain-
der of my life, or I have the option of paying for just an extra cou-
ple of months, even these guys are going to figure out that they are
probably on the better side of the math, if they are that sophisti-
cated, to take the lower premium and not gamble. You may have
figured it out differently.

If, though, you will agree with me, without a question of fault,
that there is some confusion, there is some waiting because of lack
of resources to take everybody and get them the information, the
costing they need, instantaneously—and I don’t expect we could do
that. Quantify for me the dollar harm, if you can, that you could
see in giving these people another, basically, 7 months, and for-
going that penalty until the first of the year.

You have done it for some already. My guess is that in the long
run, we would have people who would have done a better job of se-
lecting the right plan, and the government would lose some penalty
dollars, and as CBO tells us, $2 billion over $5 billion. If you are
talking about a $1 trillion program, I would submit that that is not
very urgent to us, and we may be better off with a better-served
population.

Quantify for me, the other side of that, which I know you are on.

Dr. MCCLELLAN. Let me try to throw out a few numbers. First
of all, I think you are absolutely right; for someone who is thinking
about getting this protection, because the premiums have turned
out to be so low—in your district it is only around $10 a month and
all over the country it is under 20—this is a very inexpensive way
to get peace of mind for the future.

Now, in terms of the number of people that are affected here, as
you mentioned there are about 5- or 6 million who have not yet
signed up and who don’t have coverage from another source.

Out of that group, more than half are eligible for the low-income
subsidy. As we have already talked about, we will be continuing
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and redoubling our efforts to reach that population. We have new
partnerships that are really getting underway right now. There, we
will continue to be getting them enrolled as quickly as we can, be-
fore or after May 15. That takes us down to 2- or 3 million bene-
ficiaries, which is well under 10 percent of the total Medicare popu-
lation. We are seeing hundreds of thousands of people sign up each
week. We are seeing a surge in the number of our phone calls that
we are getting now, a surge in the use of online enrollment. People
clearly are starting to focus in with the deadline. I think we are
going to get—have an opportunity to get most of those people en-
rolled now.

The reason that I think—well, let me give you one more impor-
tant number to focus on; that is the $1,100 that is the average sav-
ings a beneficiary will get this year from the drug coverage. If you
talk about the penalties, the penalties come from beneficiaries not
getting this assistance as soon as possible.

If we lose 1.6 million people, which is most of this population
that is left—that is actuaries’ estimates—that is forgoing billions of
dollars in drug savings that our beneficiaries really need. Between
now and May 15 is when all of the assistance is available to help
them make a good choice and start saving money. That help is not
going to be available after May 15.

So, the result is potentially—I think that is the right number—
$1 billion in lost opportunities to save on the drugs. It is not a
large part of our overall population. I am not as concerned about
the penalty amounts as I am about our beneficiaries getting help
with their drug costs, making a confident decision about their cov-
erage as soon as possible.

Mr. STARK. If the Chair would indulge me for just another
minute.

CBO tells me we get another 1 million people in. It is dueling
statistics, but it is a gamble. My question to you is twofold: One,
let us gamble on the side of getting people in. They will be better
off for it as you and I would agree.

Secondly—and I am sure Ms. Disman could remind you if you
don’t know—but there is not a one of us here on this dais who
hasn’t had a town meeting where somebody has come in and waved
this direct-mail solicitation to help them solve a notch problem.

What you may very well be doing for us, and you will earn the
enmity of everybody on this dias, is creating a whole new batch of
notch babies, who, for the next 10 years, will be coming to our town
meetings and saying, why do I have to pay this extra money? I
don’t think there is anybody here who will disagree with this—you
would help us a lot, Doc, if you could find a way to do away with
this potential notch.

Dr. MCCLELLAN. I very much appreciate your commitment to
helping everyone possible save under the drug benefit. I am sure
we will keep talking about this not just now, but soon after May
15 as well.

Chairman JOHNSON OF CONNECTICUT. I would like to recog-
nize now Mr. McCrery, in whose district 73 percent were signed up
in the middle of April.

Mr. MCCRERY. Thank you, Madam Chair. I thank both of you
for appearing today. I also want to say what a good job CMS and
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Social Security and the Department of Health and Human Services
(HHS), for that matter, have done since the early rollout of this
program.

We all know there were problems with the early rollout, every-
thing from speedy payment, pharmacies, to dual-eligible seniors
having problems, some drugs being dropped or not covered. CMS,
HHS, jumped on that with both feet, and you haven’t let go since.
You have just done a fantastic job of admitting that there were
problems and getting after them and solving them.

The SSA has done a wonderful job of reaching out to seniors and
offering your outreach to seniors all across the Nation and trying
to help seniors understand this program and to get help getting
signed up for this program.

So, I think, particularly for those of us from Louisiana, it is re-
freshing to be able to compliment Federal agencies for a change.
You certainly deserve it.

Dr. MCCLELLAN. Thank you.

Mr. MCCRERY. Dr. McClellan, you talked about the premiums.
I think, originally, weren’t premiums projected to be about $35 or
$37 a month?

Dr. MCCLELLAN. Thirty-seven dollars a month, yes.

Mr. MCCRERY. Thirty-seven dollars a month. Now they are be-
tween $20 and $25, on average?

Dr. MCCLELLAN. That is right. It is about $25, on average.
Overall, the Medicare Advantage plans have premiums that are
significantly lower than that, on average.

Mr. MCCRERY. What do you think accounts for the difference in
the original projections and what is reality?

Dr. MCCLELLAN. I think it is two things. First of all, it is the
strong competition that we have among the drug plans. They know
that they have got to offer strong discounts, low-cost effective cov-
erage, or they are not going to get beneficiaries.

Second, we have seen some very impressive shopping behavior by
our beneficiaries. They are overwhelmingly enrolling in plans that
are relatively low cost. That is good news for them. They are get-
ting much lower premiums as a result. It is good news for tax-
payers because the cost of the benefit is coming way down as a re-
sult.

Our Trustees Report, issued this week, pegs the drug benefit cost
to be 20 percent lower than had been projected as recently as last
year, before these premium bids and before we saw the actual
choices that our beneficiaries are making.

Getting back to Congressman Stark’s questions, 1 in 4 of our
beneficiaries is signing up for a plan that has coverage in the gap.
So, the plans are responding, not just with lower costs but also
with coverage, more like with what many people want. So, I would
give a lot of credit to our beneficiaries making informed choices. It
takes some effort, but I would also give a lot of credit to all of our
partnerships in networks to help people make an informed choice.
That can be as simple as calling 1-800—Medicare or going to one
of these thousands of events around the country.

Mr. MCCRERY. So, private sector competition seems to be work-
ing after all.
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Dr. MCCLELLAN. Private sector competition plus beneficiaries
choosing the coverage that they want, not the coverage that others
tried to design for them.

Mr. MCCRERY. Are you familiar with the recent survey from the
pharmacy benefit managers trade group, Pharmaceutical Care
Management Association, in which they track the top 25 drugs pur-
chased by seniors and show the costs at retail pharmacies and
under the program and through mail order programs?

Dr. MCCLELLAN. Yes, I think I have seen that, sir.

Mr. MCCRERY. They show discounts of 35 percent to seniors at
retail pharmacies—seniors who are in the Part D program—and 46
percent through mail order. A lot of seniors can do mail order be-
cause they have maintenance drugs that they know they will need
every month so they can do it through mail order. Sometimes they
have to go to retail pharmacies, but a lot of them can get it through
m3ﬂ order. So, that is a big savings that they can get through mail
order.

However, CMS, I understand, for those that signed up for the
lowest-cost plans, they can get discounts of 57 percent to 71 per-
cent in those low-cost plans. That is a huge savings for seniors. I
think you earlier stated that the average savings per senior who
signed up for Part D is $1,100; is that right?

Dr. MCCLELLAN. That is right, it is 50 percent.

Mr. MCCRERY. It is about $100 a month these seniors are sav-
ing. That is just the average.

Dr. MCCLELLAN. One other way to look at it, if you don’t mind,
is our actuaries in February issued their projections for national
health expenditures. For 2006, the first year we have full imple-
mentation of the drug benefits, their estimates of total prescription
drug spending in the United States have come down significantly
because of exactly what you mentioned: the substantially lower
prices that seniors are now getting on their drugs.

Even though seniors are getting millions more prescriptions filled
because of the coverage, it also brings down the cost of drugs, so
it is many more prescriptions, but less total spending on prescrip-
tion drugs in this country as a whole this year, because of the drug
benefit.

Mr. MCCRERY. What is happening—I will see if you agree with
me—Dbut what is happening is seniors are now in pharmaceutical
plans, drug plans, that are like the one I had through the Federal
Employees Benefit Plan.

I was paying less for my drugs than I would have paid had I not
had a plan and just walked down to the corner drugstore and paid
retail for it, because I got a discount through my health plan. Now
we are giving seniors a discount through their health plan, Medi-
care, through Part D. That is what is happening.

Now, my time is out, but I hope somebody will talk about the
low-income seniors and how we are taking some of the burden off
the States, who were previously paying the cost for those seniors,
and how if the States want to, they can supplement Part D and ac-
tually make those seniors whole or even better off than they were.

Dr. MCCLELLAN. Many of them are.

Mr. MCCRERY. Thank you.

Chairman JOHNSON OF CONNECTICUT. Thank you.
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Now I would like to recognize Mr. John Lewis of Georgia who
has about 69 percent of his seniors—sorry, 69 percent of the sen-
iors in his district signed up. Mr. Lewis.

Mr. LEWIS. Thank you very much, Madam Chair.

Dr. McClellan, in your response to the question raised by my col-
league from Louisiana, are these the same actuaries who said that
this lpl?an was going to cost about $400? Are they using the same
people?

Dr. MCCLELLAN. Those are the same people. That was the
April estimate from 2004 to 2013. We are now looking at 2006 to
2015 and the cost projections are right in line with what the actu-
aries had forecast back then.

Mr. LEWIS. You are really telling us that these wonderful, unbe-
lievably qualified people hit the dime on the head?

Dr. MCCLELLAN. Very close to their original estimates. Back in
February, when the President’s budget came out, our actuaries
compared a comparison.

The trillion dollars I think that Congressman Stark—I am not
sure where he got that from. I am sure he can explain more clearly
than I. Some estimates are of the so-called gross costs of the bene-
fits that do not count the savings from premiums, that do not count
the savings from State payments for a portion of the costs that
they would have incurred, that do not count all the savings in Med-
icaid.

If you look at the net cost of the Federal Government, as our ac-
tuaries did in that comparison in February, which we would be de-
lighted to share with you, they are roughly in line with what had
been forecast a couple years ago.

Mr. LEWIS. Doctor, let me ask you, have you seen the GAO re-
port that was released today?

Dr. MCCLELLAN. I have.

Mr. LEWIS. Do you care to comment on the report?

Dr. MCCLELLAN. Thank you for asking. I do have a few com-
ments on it. While I think it is very important for us to look at
input and feedback from any source, I am very concerned about the
report being incomplete and inaccurate and out of date, at least as
some people are interpreting its findings. I can tell you a little bit
about that.

Mr. LEWIS. Doctor, the report is saying that much of the infor-
mation that was sent out by you and CMS was inaccurate and mis-
leading, incomplete, too complicated for seniors. It suggested that
many of the seniors that you want to sign up, they have only a
fourth-grade reading level, and that much of the information you
sent out was for people who could read at a seventh-grade level or
maybe a college level. Do you care to comment?

Dr. MCCLELLAN. Absolutely. Again, there is a lot more I can
say about this, but on the specific point that you raised about read-
ing level, first of all, we have not been able to see the methods that
GAO used. We asked them to share them with us, but they would
not release them. If it is as described in their summary statements,
their reading level determinations are based largely on syllable
counts, the number of syllables in the words in the documents that
they reviewed, what we found is that is a partial but not complete
way of looking at how easy materials are to understand. There are
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some words that our beneficiaries need to know that have multiple
syllables that many of them do understand, words like “Medicare”
or “prescription” or “beneficiary.” In cases where we use these, we
will use the words to make sure that we are clear and accurate
about what beneficiaries need to know. It does mean the syllable
count goes up.

We have had our materials reviewed by many independent
groups that focus on plain language and clear communications; and
those results which we compiled in our response to the GAO had
very different conclusions about the ease of readability of the mate-
rials. In fact, the Medicare new handbook has won awards for its
plain language.

Mr. LEWIS. To consistently tell people to go on line; if you want
information, go on line. Apparently 70 percent of the people that
receive Medicare have never been on line and they never use a
computer. They do not know anything about a Web site or iPOD,
whatever these things are.

Dr. MCCLELLAN. iPOD things, whatever they are. I could not
agree more that is why going on line is only a small part of our
diverse grassroots outreach campaign. In Georgia we are
partnering with faith-based organizations, counseling groups like
Georgia Cares and the Georgia health insurance counseling organi-
zations, to get into people’s neighborhoods for face-to-face talking
about what the drug benefit means for them.

People can also call us anytime. We have more than 6,000 cus-
tomer service representatives, and that is why we have been able
to get our minority enrollment, and that is why you have been able
to get enrollment in your district to run ahead in our national aver-
age in many respects.

Mr. LEWIS. Do you think all of these are exceptional cir-
cumstances that would justify extending the May 15 enrollment
deadline?

Chairman JOHNSON OF CONNECTICUT. Excuse me. It has
just been called to my attention that Dr. McClellan has to leave at
4:00. There are enough Subcommittee members here so that if we
each stick tightly to 5 minutes, we may not all get to question him.
So, I would like to ask you to suspend the rest of your questions,
since your time has expired, and anyone else who can keep their
questioning to 4 minutes out of respect for other members so we
can get through everybody, that would be great.

Dr. MCCLELLAN. We will be happy to answer more in writing.
This outreach is very important to us.

Mr. LEWIS. Thank you.

Chairman JOHNSON OF CONNECTICUT. Thank you. Mr.
Johnson.

Mr. JOHNSON OF TEXAS. Thank you, Madam Chairman, I ap-
preciate it. Listen, I think you guys have done a super job and I
do not know if you have answered the question yet, but the effect
of eéil}?linating the May 15 deadline; have you talked about that al-
ready?

Dr. MCCLELLAN. We have and how that would reduce enroll-
ment in the program.

Mr. JOHNSON OF TEXAS. How do you propose that half of the
beneficiaries are not aware of the deadline?
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Dr.